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NOTICE. 




PREFATORY NOTE TO THE FIRST EDITION. 


The statutory provisions relating to income-tax are 
contained in Parts I and II of this Manual Part I 
contains the Income tax Act and the relevant portion of 
the Finance Act, and Part II contains the rules made 
under the Act 

Part III contains instructions and notes designed to 
assist income tax authorities in the determination of 
questions which are bound to arise in assessments under 
the new Act These instructions and notes have no 
statutory force but income tax authorities should conduct 
assessments in accordance with them until they are 
cancelled or amended, unless in any particular instance the 
Income tax Commissioner should desire to suspend action 
on anj particular instruction pending a representation to 
the Board of Inland Revenue 

****** 

In the marginal references “R” means a rule in Part 
II, “S” a section of the Act in Part I, and “pit a 
paragraph m Part III of the Manual 

Simia, *1 G G SIM, 

> Member, 

The 10th 1922 J Board of Inland Revenue 
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PART I. ' 

INCOME-TAX ACT, 1922 
(XI of 1922). 




AC1 No XI or 1022, as subsfquextia amendfd 


An Act to consolidate and amend the law relating to 
Incomc-tar and Super-tar 

Whereas it is expedient to consolidate .and amend the 
law relating to Income tax and Super ta\ , It is hereby 
enacted as follows — 

1. (2) This Act maj be called the Indian Income tax 
Short tttle rrt«nt Act 1022 

a hd commencement ’ 

(£)\It extends to the whole of British India, including P. 1 
British 'Baluchistan and the Sonthal Parganas and 
applies* also, within the dominions of Princes and Chiefs 7 ^ 
in India in alliance with His Majesty, to British subjects 
m those dominions who are in the sen ice of the Go\ em- 
inent of India or of a local authonty established m the 
exercise of the powers of the Goiernor General in Council 
in that behalf, and to all other servants of His Majesty 
in those dominions 

{S) It shall come into force on the first day of April, 

1*)22 

2. In this Act, unless there is anything lepugnant in 
Defintions. the subject or context, — 

(2) “agricultural income” means— P. 2 

(«) anj lent oi leicnue denied from land which is 
used for agricultural pui poses, and is either 
assessed to land revenue sn British India or 
subject to a local rate assessed and collected 
b> officers of Government as such, 

{b) any income derived from such, land by — 

(i) agnculture, or 

(u) the peiformance by a cultnator or leceiver of 
rent m hind of any process ordinarily em 
ployed by a cultivator or receiver of rent in- 
kind to render the produce raised or received 
by him fit to be taken to market, or 
l«n the sale b\ a cultrvatoi or receiver of rent in 
kind of the pioduce raised or received by 
him, in respect of which no process has been 
pei formed other than a process of the nature 
described in sub clause (n) , 
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(c) am income derived fiom any building owned and 
occupied bi the receivei of the lent oi levenue 
of am such land or ocaipied bj the cultivn 
tor OI the lecener of lent m kind, of am 
land with respect to which, oi the pioduce of 
which anv opeiation mentioned in sub clauses 
(«) and (m) of clause (b) is carried on 

Provided that the budding is on or m the immediate 
vicmitv of the land, and is a building winch the leceivei 
of the rent or levenue oi the cultivatoi oi tile lecener of 
the lent m kind by reason of his connection with the 
land, requires as a dwelling house oi as a stole house oi 
other out building, 

(2) “assessee” means a person bv whom Income ta\ 
is payable, 

(5) “Assistant Commissioner means a person ap 
pointed to be an Assistant Commissionei of Income ta\ 
under section 5, 

(4) “business” includes an> tiade commence oi 
manufacture or any adventure or concern in the natuie of 
trade, commerce or manufacture 

*(4A) “The Central Board of Revenue mems the 
Central Board of Revenue constituted undei the Contiai 
Board of Revenue Act 1924 

(5) “Commissioner” means a person appointed to be 
a Commissioner of Income ta under section 5 

(0) "companv’ means a companv as defined in the 
Indian Companies \ct 1913 oi fonncd in pmsuince of 
an Act of Parliament orofRoval Chaitci oi Lettcis 
Patent or of an Act of the Legislatuie of a Butish 
possession and includes nnj foieign association earning 
on business in British India vvlietlici lncorim ited m not 
and whether its piincipal place of business i- situated in 
British India or not, which the t Central Tioard of I!> rr 
■mic may, bv general or special ordci deilaie to be a 
companv for tbe purposes of this Act, 


•Th * dam ui ip« rted fv ti ' C t tral I cord of I »c u \ct 1°' , 4 (I\ 
of 1£T4J 

^ \mtn led Ijtlc Centra! Board of Jtcvcnue Act JtTI (T\ of I£r»4j 
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*(6.1) “firm”, “pnitnci” and “paitnership” have 
tlie ‘same meanings lespectivclv as in the Indian Contract 
Act, 1872, and 

(7) “Income tax Ofliccr’ means a pci son appointed 
to be an Income tax Officer under section 3, 

( S ) “Magistiatc’ mean» a Picsidencv Magistrate or 
a Magistrate of the fust class, oi a Magistrate of the 
second class special!} cmpoweied b} the Local Government 
to trv offences against this Act, 

(fl) “peison” includes a Hindu undivided familj , 

(70) “preseubed” means piescnbed bv rules made 
under this Act, 

(77) “Picvious veai” means — P.6. 

(а) the twelve months ending on the 31st da} of 

March next preceding the }eai far which the 
assessment is to be made, oi, if the accounts of 
the assessee have been made up to a date 
within the said twelve months m lespcct of a 
vear ending on an} date othei than the said 
31st dav ot Mai eh, then at the option of the 
assessee the }eai ending on the da} to which 
his accounts have so been made up 

Piovided that, if this option has once been exer- 
cised b} the assessee, it shall not again be 
exercised so as to vai} the meaning of the 
expression “previous vcai” as then appli- 
cable to such assessee e\cept with the consent 
of the Income-tax Oflicx t and upon such condi 
tions as he maj think fit, or 

(б) in the case of any person, business or compan}, 

or class of person, business or compan} , such 
period as may be determined b} the Central 
Board of Revenue or bj such authority as the 
Board raaj authorise in this behalf 

( 12 ) “principal officer” used with reference to a local P. 7, 
authority or a company or any other public body or artyX 
association, means — 

(a) the secretary, treasurer, manager or agent of the 
authority, company, body or association, o i 

•Inserted ly the Indian Income tax ( Vmendment) Act 1930 (XXI of 1930) 

A B — The defmtions of firm and ‘ partnersh p in the Indian Contract 
Act 1872 ha\o been replaced by the Inlian Partnership Act 1932 (IX of 1932), 
but the definitions in the latter Act ore effective owing to the operation of 
section 8 of the General Clauses Act 1897 (X of 1897) 

tAmended by the Indian Income tax (Vmendment) Vet 1924 (XI of 1924) 

B 2 
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(£) any person connected with the authority, com- 
pany, body or association upon whom the 
Income tax Officer has served a notice of his 
intention of treating him as the puncipal 
officer thereof, 

(IS) “public servant” has the same meaning as m the"* 
Indian Penal Code, 

(24) *"registered firm” means a firm registered under 
the piovmions of section 26 A, 

( 15 ) “total income" means total amount of income, 
piofits and gams from all souices to which this Act 
applies computed in the manner laid down in section 16, 
and 

( 16 ) “unregistered firm” means a firm which is not a 
registeied firm 


CHAPIER I 
Charge or Income-tax 

3. Where any Act of the Indian Legislature enacts 

" that income tax shall be charged for any 
charge of mcoms tos vea , at any i ate or rates applicable 
to the total income of an assessee, tax at the rate oi those 
rates shall be charged for that jear in accoi dance with, 
and subject to the provisions cf, this Act in respect of all 
income, piofits and gams of the previous } ear of every 
^individual, Hindu undivided family , company, firm and 
other association of individuals f 

4. (l) Save as hereinafter provided this Act shall 

apply to all income, profits or gams, ns 
Appiieet on oi Act described or comprised m section 6, 
from whatever source derived, accruing oi arising, or 
received m British India or deemed under the piovisions 

Mrrended l y the Indian Income tax (Amendment) Act 1930 (\\I of 1930) 
♦Amended bv the Indnn Income-tax ( Xmendment) Act 1924 (\I of 182A) 
JNore — rhe amendments made in Sections 2 55 and 56 of the Act f>y 
the Indian Income tax (Amendment) Act 1924 (\I of 1924) shall have effect 
As if they had been made on tic frst day of April 1823 and income tax and 
super tax shall le deemed to have been chnrgtal le frr the year commencing 
on that date and to be chargeable for the y nr comm nc ng on the first day 
of April 1924 at the rate or rates applicable for those years to the total incomo 
of an individual in respect of tie inco » e profts and gams and of the total 
income respectively of every Association of individuals for which no rate of 
tax has been otherwise laid down by law' 
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of this Act to accrue, or arise, or to bo received in British' 
India. 

(2) } Income , profits and gains accruing or arising 
without British India to a person resident in British 
India* shall, if they are received in or brought into British * 
India, be deemed to have accrued or arisen in British 
India and to be ^income, profits and gains of the year in 
which they are so received or brought, notwithstanding 
the fact that they did not so accrue or arise in that year. § 

* * * * >* 

} Provided that nothing contained in this sub-section 
shall apply to any income, jyrofits or gains so accruing or 
arising prior to the 1st day of April 1933. unless they are 
income, profits or gains of a business and are received in 
or brought into British India within three years of the 
end of the year in which they accrued or arose: 

{ Provided further that nothing in this sub-section 
shall apply to income from agriculture arising or accru- 
ing in a State in India from land for which any annual 
payment in money or in kind is made to the State. 

Explanation . — ^Income, profits or gains accruing or 
arising without British India shall not be deemed to be 
received or brought into British India within the mean- 
ing of this sub-section by reason only of the fact that they 
are taken into account in the balance sheet prepared in 
British India. 

(3) Tins Act shall not apply to the following classes of p, 1 

income — 7J 

(i) Any income derived from property held under P, 2 
trust or other legal obligation wholly for re- 
ligious or charitable purposes, and in the' 
case of property so held in part only for such 
purposes, the income applied, or finally set 
apart for application, thereto. 

(it) Any income of a religious or charitable insti- p, 2 
tution derived from voluntary contributions 
and applicable solely to religious or chari- 
table purposes. 

•Amended by the Indian Income-tax (Further Amendment) Act 1923 (XXVII 
of 1923). 

J Amended by the Indian Income-tax (Amendment) Act, 1933 (XII of ■ — rf3 

§ Repealed by the Indian Income-tax (Amendment) Act, 1933 (XII of M83) — 


V 


(m) The income of local authorities 
( 113 ) Interest on seen u ties which are held by, or are 
the property of, an} Provident Fund to 
which the 'Provident Hinds Act, 1897, r * ot 
applies f * * * * * 

(a) Any capital sum received m commutation of 
the whole or a poition of a pension, or in 
the nature of consolidated compensation for 
death or injuries, or m payment of any insur- 
ance policy , 01 as the accumulated balance at 
the credit of a subscriber to anv such Pi evi- 
dent Fund 

(vi) Any special allowance, benefit or perquisite 
specifically gi anted to meet expenses wholly 
and necessanly mcuired m the performance 
of the duties of an office 01 employment of 
profit 

(vn) Any leceipts not being receipts ansmg fiom 
business or the exercise of a piofession, 
vocation or occupation, which are of a casual 
and non recurnng natuie, or are not by way 
of addition to the remuneiation of an 
emploj 6 

(vm) Agricultural income 

*(i#) Anv income received by tiustees on behalf of a 
lecogmsed provident fund as defined m 
clause (a) of section 5S A 

In this sub section “chnntablo pm pose’ includes re 
lief of the poor, education, medical lelief and tlic ad 
vancement of any'othei object of gencial public utilitv 


CIIAPTrP II 


INCOME TAX AUTIIOIUTIES 


5. ( 1 ) There shall be the following classes of Income- 
tax authentic*; foi the pm poses of this 
Act, nanieh — 


ncoMic i(i\ «atl fit jo* 


(«) the Central Board of Revenue, 
(&) Commissioners of Income tax 


+1 pj -tie 1 I* tie Indian Income ta* { \men liner t) \cl JD'M f \ I of 19^1) 

*Ir erte 1 l\ tie ImJ an Income tax (I com lent Fun !« I elief) Vet 1020 
MI tf 
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(c) Assistant Commissioners of Income tax, and 

(d) Income-tax Officers 


|(3) Ihe Governor Geneial m Council may appoint a 
Commissioner of Income tax for any area specified in the 
order of appointment 

(^) Assistant Commissioners of Income tax and 
Income tax Officers shall subject to the contiol of the 
Governor General in Council be appointed bv the 
Commissionei of Income tax bj order in wilting They 
shall peifoim then functions respect of such persons 
or classes of persons and of such incomes or classes of 
income and m lespect of such aieas as the Commissioner 
of Income tax nn\ direct |J and v heie tuo or more 
Assistant Commissioners of Income tax or Income tax 
Officn hare been appointed for the some area in 
accordance urth any orders uhich the Commissioner of 
Income tar may male for tin distribution and allocation 
of the uorl to be perform/ d The Commissionei ma>, 
bv general 01 special older in wilting dnect that the 
powers confeired on the Income tax Ofltcei and the 
Assistant Commissionei by or under this Act shall, in 
respect of anv specified case or class of cases, be exercised 
bj the Assistant Commissioner and the Commissioner, 
respectnel} and, for the pui poses of anv case m respect 
of winch such oidei applies, icfei cnees m this Act or in 
anv rules made hereunder to the Income tax Ofliccr and 
the Assistant Commissioner shall be deemed to he refer- 
ences to the Assist int Commissioner and the Commis- 
sionei, lespectivelv 

(5) flic Central Boaul of Revenue mav, bv notification 
in the Gazette of India appoint Commissioners of 
Income tax Assistant Commissioners of Income tax and 
Income tax Ofhceis to pcrfoim such functions in respect of 
such clashes of pei^ons or such clashes of income and for 
such aiei as mav be specified in the notification and 


tlcix lei t\ tli « Central Roar* of IN-amuc Vet 102-3 (IV of 19^4) 

*s,l titut- 1 b\ the In lan Income tax (S,cnnl Vtrordnent) 1 
(XV III of 1053) 

* Vr en le I 1 * t) t In l an Income tax (Sx-oru! Vnonui 

Ii ertfJ It the Ird an Income tax (S,- co -d V*-en<I— e- 4 * Vet 15^5 (Will 
of 9a3 


1933 

t) Vet ri3 (XV HI 
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tlieieupon the functions so specified shall cease, within 
tile specified area, to be peifoimed, m respect of the 
specified classes of persons or classes of income, by the 
authouties appointed under sub sections (S) and (4) 

(6) Assistant Commissioners of Income-tax and 
Income tax Officers appointed under sub section (4) 
shall, foi the purposes of this Act, be subordinate to the 
Commissionci of Income tax appointed undei sub section 
(3) for the *ai ea m which they pci form their functions 


CHAPTER III 
Taxahle Income 

6. Sa\e as otherwise provided by this Act, the follow 
mg heads of income, piofits and gams,, 
nmwofinoomt s ],nll be chaigeable to income tax in 
mcomo tox the manner hereinafter appealing 
namely — 

(i) Salaries 

(») Interest on secuuties 
(in) Property 
(;») Business 
(d) Professional earnings 
(i i) Other sources 

J, 7. ( 1 ) The tax shall be payable bi an asscssee under 
the head “salaries” m respect of any 
s^ianc. salary or wages, am annuity pension 

or giatuity, and any fees, commissions peiqnisites or 
profits received by him in lieu of, or in addition to any 
salnrj or wages, which aie paid by or on behalf of Gov- 
ernment, a local authority, .a company, or any other public 
bod \ or association, or by or on behalf of anj private 
employ er 

t Explanation — The right of a peison to occupy free 
of rent as a place of residence any premises piovided by 

•Amended by the Indian Income ta* ^Second Amendment) Act, 1933 (Will 
of 1933) 

flnsortcd by Iho Indian Income tax ( imendnient) Act 1923 (W of 1923) 
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his cmplo\cr is a perquisite for the purposes of this sub 
section 

Provided tint the tax shall not be payable m respect p. 1 
of am sum deducted tindei the authontv of Government 
from the salary of am individual for the purpose of 
securing to lnm a deferred nnnuit\ or of making ptovisioD 
for !ns vv ife or children, pio\ ided that the sum so deducted 
shall not c\ceed one si\th of the salan 

(2) An) income which would be clmgcable under this P. 1, 
head if paid in British Tndia shall be deemed to be so 37 
chargeable if paid to a British subject oi an) sen ant of 
His Majcst) m any part of India b\ Go\ernment or bj a 
local authorit) established 1>\ the Governor General in 
Council 

8 The tax shall be pa) able b) an as^es^ee undei theP. 1( 
^ „ BC rt , head ‘Interest on securities’ in 

nu'rwi nsert * i cs pect of the intei est receivable b) 

lnm on am securit) of the Government of India or of a 
Local Government, or on debentures or other securities for 
mono) issued b) or on behalf of a local authorit) or a 
companv 

*Piorided that no income tax shall he 'payable under 
tin « section by the assessec in respect of any sum deducted 
from such interest by nay of commission by a banker 
rcahzina 'itch interest on behalf of the assessec 

Provided further that no income tax shall be pa)ablep. 11 
on the interest receivable on an) seem it) of the Govern 
ment of India issued or declared to be income tax free 

Provided fuither, that the income tax pa) able on the 
intei est receivable on an) secuntv of a Local Government 
issued income tax free shall be pa) able b) that Local 
Gov ernment 

9. ( 1 ) The tax shall be payable by an assessee under p. 40 
rt the head “Property” m respect of the 43. 

r , c v bona fide annual value of property con- 

sisting of any buildings or lands appurtenant thereto of 
which he is the owner, other than such portions of such 

‘Inserted bv the Ind an Income tas (Second Amendment) Act 1933 (XVIII 
of 1933) 
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thereupon the functions so specified shall cease, within 
the specified area, to be pci formed, in respect of the 
specified classes of persons or classes of income, by the 
authorities appointed under sub-sections (S) and ( 4 ). 

( 0 ) Assistant Commissioners of Income-tax and 
Income-tax Officers appointed under sub-section (4) 
shall, for the purposes of this Act, be subordinate to the 
Commissioner of Income-tax appointed under sub-section 
(3) for the *area in which they perform their functions. 


CHAPTER III. 

Taxable In-come. 

6. Save ns otherwise provided by this Act, the follow- 

ing heads of income, profits and gains, 
in corns shall be chargeable to income-tax in 
the manner hereinafter appearing, 
namely •— 

(0 Salaries. 

(fi) Interest on securities. 

(iii) Property. 

(ir) Business. 

(r) Professional earnings. 

(ri) Other sources. 

7. ft) The tax shah he payable bx aw -.WM-s-te wider 

the head "salaries" in respect of any 
sun,,". salary or wages, nnv annuity, pension 

or gratuity, and any fees, commissions, perquisites or 
profits received by him' in lieu of, or in addition to, any 
salary or wages, which are paid by or on behalf of Gov- 
ernment, a local authority, a company, or nnv other public 
body or association, nr "by or on behalf of any private 
employer : 

1 Krplarmtion —The right of n person to oeriipv free 
of rent ns a place of residence any premises prm ideal hy 

•Ar -fs l r « |r!un Ir *>^t U« } An-emf— *M| Aft, PSi fXVIlf 

*f jr.'i 

»lr* rir.i ty »'• If i.*a ( V- »nr*-frA) Art. \TS (XV ©J 
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his employer is a perquisite for the purposes of this sub 
section . 


Piovided that the tax shall not be pa} able m respect 
of an} sum deducted under the authont} of Government 
from the salary of anj individual for the purpose of 
seeming to him a deferred annuit} or of miking provision 
for his wife 01 children, provided that the sum so deducted 
shall not exceed one sixth of the salary 

(2) An} income which would be chaigeable under this 
head if paid in British India shall be deemed to be so 
chargeable if paid to a British subject or an} servant of 
His Majesty m any part of India b} Government or bv a 
local authority established In the Governoi General in 
Council 


8. The tas. shall be payable by an assessee undei the 
T t head “Interest on securities in 

lespect of the intei est receivable bv 
him on anv secunt} of the Government of India or of a 
Local Government, or on debentuies or othci securities for 
mone} issued b} or on behalf of a local authoritv or a 
companv 


“Provided that no income tax « hall he payable under 
tin* section by the assessee in respect of any sum deducted 
from such interest by way of commission by a banker 
realizing such interest on behalf of the assessee 


Piovided further that no income tax shall be paj.ible; 
on the interest receivable on anv secuntv of the Govern- 
ment of India issued or declared to be income tax free 

Provided, fuither, that the income tax pi} able on the 
intei est leceivable on anv secuntv of a Local Government 
issued income tax free shall be pavable In that Local 
Government 

9. ( l ) The tax shall be pavable bv an assessee under] 
the head “Property” in respect of the 
property bona fide annual value of propertv con- 

sisting of anv buildings or lands appurtenant thereto of 
which he is the owner, other than such portions of such 

•Irwerted t\ the In dun Income Us (Second Vr-endrect) Vrt 1333 (TV III 
ot 1933) 




property as he may occupy for the purposes of his busi- 
ness, subject to the following allowances, namely ; — 

(2) where the property is in the occupation of the 
owner, or where it is let to a tenant and the 
owner has undertaken to bear the cost of 
repairs, a sum equal to one-si\th of such 
value , 

(2*7) where the property is in the occupation of a 
tenant who has undei taken to bear the cost 
of repairs, the diffeience between such value 
and the rent paid by the tenant up to but 
not exceeding one-si\th of such value, 

(277) the amount of any annual premium paid to in- 
sure the property against risk of damage or 
destiuction, 

t (tv) where the property is subject to a mortgage , 
or other capital charge, the amount of any 
interest on such mortgage or charge, where 
the property is subject to a ground rent, the 
amount of such ground rent, and where the 
property has been acquired uith borroived 
capital , the amount of any interest payable 
on such capital and not specifically charged 
upon the propeity itself, 

(v) any sums paid on account of land revenue in 
respect of the property, 

( m ) in respect of collection charges, a sum not ex- 
ceeding the pi escribed maximum, 

(vii) in lespect of vacancies, such sum as the In- 
come-tax Officer may determine having 
regai d to the cucumstances of the case 

Provided that the aggiegate of the allowances made 
under this sub-section shall in no case exceed the annual 
value • * 

( 2 ) For the purposes of this section, the expression 
“annual value” shall be deemed to mean the sum for 

t .A mended hy the Indian Income tax (Second Amendment) Act, 1933 (XVIII 
01 1933) 
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wjurli the pmportv might n ^nmlih be expected to let 
from vrar to \n r 

Provided tint where the pi »p«rtv is in t lie occupation] 
of the rm nor for the pnrfwnes of hi*? own km donee <?uch 
‘■mn •'lnll for the pnrp>«s of tin*? section he deemed 
not to exceed ton per unt ot tin tot il income of the 
owner 

10. (/) The tax shall he pav lhle In an a^e^^ie under 3 
^ the heed Hu-inc^ m u-peit of the 

profits m umiH i jj m\ htisiiu’**. c imed 

on ht him 

(-) Nnl* profit*, or gun- shill In . ompnti 1 ittet mak I 
intt the following allow nuts namel\ 

(c) am rent pud for the pienii-Cs in winch such J 
business is e lined on pi mid d tint when 
lm sulMimnl put ol tin pu nines is used 
as a dwe lling home In the .asse^sce the 
lllownncc under this chime shill be such 
Mini as the Income tax Oflicci nm deter- 
mine hawng refuel to the pioportional part 
so need, 

(u) in respect of lepnis, whcie the as^csccc is thep 
tenant only of the pi enures, .and has under 
tnken to bear the cost of such lepairs, the 
amount paid on account tlieieof, provided 
tint, if anv substantial part of the premises 
is used In the as c es>ee as a dwelling house, a 
propoitionaf pait onTj of such amount shall 
he allowed, 

(m) in respect of capital borrowed for the purposes p. 
of the business, where the payment of inter- 
est thereon is not in «m\ way dependent on 
the earning of piofits, the amount of the 
interest paid, 

Explanation — Recurnng subsci lptions paid 
periodically b\ shareholders oi subscribers m 
such Mutual Benefit Societies as may be 
prescribed, shall be deemed to be capital 
boirowed within the meaning of this clause, 



(iv) in respect of insurance against risk of damage 
or destruction of buildings, machinery, 
plant, furniture, stocks or stores, used for 
the puiposes of the business, the amount of 
any premium paid, 

(r) m respect of cm rent repairs to such buildings, 
machinery, plant, or furniture, the amount 
paid on account thereof, 

{m) in respect of depreciation of such buildings, 
machinery, plant, or furniture being the 
property of the assessee, a sum equivalent to 
such percentage on the original cost thereof 
to the assessee as mn) m anj case or class of 
cases be prescribed 

Provided that — 

(a) the prescribed particulars have been duly fur- 

nished, 

( b ) where full effect cannot be gnen to nnj such 

allowance m anj j ear owing to there being no 
profits or gams chargeable for that jcar, or 
owing.to tiie profits or gains ehaxgeable being 
less than the allowance, the allowance or pait 
of the allowance to which eflect has not been 
gnen, as the case maj be, shall be added to the 
amount of the allowance for depreciation for 
the following yeai and deemed to be part of 
that allowance, or, if there is no such allow- 
ance for that yeai, be deemed to be the 
allowance for that year, and so on for succeed- 
ing jeais; and 

(c) the aggregate of all such allowances made under 

this Act or any Act repealed herein or under 
the Indian Tncome-tav Act, 18SG, shall, m no IIo 
case, cvcced the original cost to the assessee 
of the buildings, machinery, plant, or furni- 
ture as the case mat be; 

(vit) m lcspcct of am machinery or plant which, m 
consequence of its having become obsolete, 
has been sold or discarded, the difference be- 
tween the original cost to the assessee of the 
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machinery oi plant as reduced by the aggre- 
gate of the allowances made in respect of 
depreciation under clause (to), or any Act 
repealed heicbv, 01 the Indian Income tax 
Act 1886 and the amount for which the 
raachmeiv 01 plant is actually sold, or its 
scrap \alue, 

m respect of animals "which ba\c been used] 
for the purposes of the business otherwise 
than as stock m trade and ha\e died or 
become permanently useless foi such pur- 
poses, the difference between the original 
cost to the assessec of the animals and the 
amount, if any realised in respect of the 
carcasses or animals, 

(vm) any sums paid on account of land revenue, I 
local rates 01 municipal taxes in respect of 
such part of the premises as is used for the 
purposes of the business 

t(®uw) any sum paid to an employee as bonus or com I 
mission for services rendered, where such 
sum would not have been payable to him as 
profits or dividend if it bad not been paid as 
bonus or commission 


Provided that the amount of the bonus or commission 
is of a reasonable amount with reference to — 

(a) the pay of the employee and the conditions of 
his sen ice, 

( 5 ) the profits of the business for the year m ques- 
tion, and 

(c) the general practice m similai businesses, 


(la?) any expenditure (not being in the nature of I 
capital expenditure) incurred solely for the 
purpose of earning sueft profits or gains 


\ Provided that nothing in clause (tin) or clause (ix) 
shall be deemed to authorise the allowance of any sum paid 

•Inserted b\ tie Indian Income tax ( \mendment) Act 19*3 (III of 
+ln«erteti by the Indian Income tax (Thtrd Amendment) 4ct, 1930 (5. Mil 
ot 1930) 

iln'erted by the Ind an Income tax (\mendmeot) 'ct 1923 (III of 1923) 
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maximum amount which is not chargeable with super tax: 
under the law for the time being m force, he may , by order 
in writing, require the peison responsible for paving such- 
interest to such person to deduct at the time of payment 
income tax and super tax at the rates determined by the- 
Income tax Officer to be applicable to the total income of 
such person m that year 

t (SB) Where the person responsible for paving any 
mterest not being ' Interest on Securities ’ to any person 
pays to that person in any year an amount of such interest 
exceeding m the aggregate the maximum amount which is 
not chargeable with super tax under the law for the time 
being in force, the person responsible for paying such 
interest shall, if he has not reason to believe that the 
recipient is resident m British India, and no order under 
sub section (3 A ) has been received m respect of such 
recipient deduct at the time of payment income tax on 
the total amount of such interest at the rate appropriate 
to such total, and super tax on the amount by which such 
total exceeds the maximum amount not chargeable with 
super-tax at the rate applicable to such excess 

t (SC) Where the Income tax Officer has leason to believe 
that any person, who is a shareholder in a company, is 
resident out of British India and that the total income of 
such person will in any year exceed the maximum amount 
which is not chargeable to super tax under the law for the 
time being in force, he may , by order in writing, require 
the principal officer of the company to deduct at the time 
of payment of any dividend from the company to the share- 
holder m that year super tax at such rate as the Income 
tax Officer may determine as being the rate applicable in 
respect of the income of the shareholder in that year 
t (3D) If many v ear the amount of am dividend oi the 
aggiegate amount of am dividends paid to any share 
holder by a company (together with the amount of any 
income tax payable by the compam in respect theicof) 
exceeds the maximum amount of the total income of a 
person which is not chargeable to super tax under tile law 
for the time being in force, and the principal officei of the 
compam has not icason to believe tlmt the sliaicholdel is 

+ In«trte 1 by the Ind an Income tax (Second \mendment) Act 1933 {\WII 
of 1933) 
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resident in British India, and no order under sub-section 
(.>0 has l ecu receded in icspect of such shareholder bv the 
principal officer from the Income-tax Officer the principal 
officer shall at the time of payment deduct super-tax on 
the amount of such excess at the rate which would be 
applicable under the law for the time being in force if the 
amount of such dividend or dividends (together with the 
amount of such income tax as aforesaid) constituted the 
whole total income of the shareholdci 

(.$) All sums deducted in accordance with the pro- 1 
usions of this section shall, for the purpose of computing 
the income of an as&essec, be deemed to be income received 

(5) An\ deduction made m accordance with the provi- 
sions of this section shall be treated as a pavment of 
income-tax* or super-tax on behalf of the person from 
whose income the deduction was made, or of the owner 
of the security as the case ma\ be, and credit shall be 
given to him therefoi m the assessment, if anj, made for 
the following vear under this Act 

Prov ided that, if such person or such owner obtains in 
accordance with the provisions of this Act, a refund of 
am portion of the tax so deducted, no credit shall be given 
for the amount of such refund 

(6) All sums deducted in accordance with the provisions 
of this section shall be paid withm the prescribed time 
bv the person making the deduction to the credit of the 
Government of India, or as the Central Board of Revenue 
directs 

(7) If anj such person does not deduct and pa} the tax 
as lequired b} *or under this section, he shall, without 
prejudice to any other consequences which he may incur, 
be deemed to be f an assesses in default in respect of the 
tax 

^Provided that the Income tax Officer shall not make 
a direction under sub-section (1) of section 46 for the 
recovery of any penalty from such person unless satisfied 
that such person has w llfully failed to deduct and pay the 
tax 

f 19S5) erted by the Indian InC0EQe tax (Second Amendment) Act, 1933 (XYII1 
tSul stitnted by the Indian Income tax (Second Amendment) Act, 1933 /XVIII 
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(8) The power to le*j by deduction undei this section 
shill be without prejudice to am other mode of recox ei\ 

’8, (0) Ex err peison deducting income tax~ or super tax in 

accordance with the provisions” of sub sections (3), *(3A), 
(3B), (3C) oi (3D) shall at the time of payment of interest, 
furnish to the person to whom the interest is paid a certi- 
ficate to the efiect that income ta\~ 07 super -tax has been 
deducted and specifying the amount so deducted the late 
at which the tax has been deducted, and such other 
particular as max be prescribed 

19. In the case of income chaigenble undei tarn/ head 

other than or “interest on securrtre and in 

an\ case wheie income ta\ has not 
avmen m ot ier cn«e been deducted m accordance with the 
piowsions of section 18 the tax shall be pn\ able b\ the 
assessee direct 

o U9-A. The principal officer of excix compaiij slnH on 
* . . . or before the 15th day of June in each 

a ear, furnish to the prescribed officer a 
dirtdfruu return m the piescubed form and 

xerified in the prescubed manner of the names and of the 
addresses as entered m the registei of shaieholdeis main 
tamed b\ the companx of the shaieholdeis to whom a 
dixidend or aggregate dividends exceeding such amount as 
mn\ be prescribed in this behalf Ins or ha\e been distri 
buted during the preceding \ear and of the amount so 
distributed to each such shareholder 

20. The principal officer of exen company shall at the 

time of distribution of dmdends fui- 
plij'tt'MmhJjm nish to fieri person recoiling a 
fwwiiinff d t >»denh dixidend a certificate to the effect tint 
the companx Ins paid or will pax income tax on the profits 
which are being distributed, and specifying such other 
particulars as maj be prescribed 

*20A. The person responsible for pa\ ing am interest not 
L Suerij-nf .ni.rniH l>emg 'Interest on Seem .ties’ shall, on 
iionrrpttninRintprMt or before the mtecntn dax of June in each 
\c , \r, furnnh to the prescribed officer a return m the 


'ln**rtel It Or Iml an In-tr Ms* ( c <■ n 1 \r fn Jr-rrt) Xct, 1DXJ 
*t lb« InJ sn In-oTp ts* (Swr ! \rut Jr-crt) Aft JPXS (XI III 
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prescribed form and verified in the prescribed manner of 
the names and addresses of all persons to whom during the 
pievious financial jeai he has paid interest or aggregate 
interest exceeding such amount not being less than one 
thousand rupees as maj be prescubed in this behalf, 
together with the amount paid to each such person 

21. The prescribed peison m the case of ever) Govern- 
. ment office, and the pnncipal officei or 

Annual return . . , , 1 A . , - 

the pi escribed peison in the case of 
every local authonty, company or other public bodv or 
association, and even private emplojer shall prepare and, 
vvithin thirtv dajs from the 31st daj of March m each v ear, 
deliver or cause to be delivered to the Income tax Officer 
m the prescribed form, a return m writing showing — 

(a) the name and, so far as it is known, the address 

of eveij peison who was receiving on the said 
31st dav of March, or has received during the 
veai ending on that date from the authority , 
companv bodv association or private 
employ ei as the case mav be an) income ^ 
chargeable under the head “Salaries” of 
such amount as maj be prescribed, 

(b) the amount of tlie income so received bv each 

such person and the time or times at which 
the same was paid 


(c) the amount deducted in respect of income tax 
from the income of each such person 
22. (J) The Pnncipal officei of everv companv shill I 
_ . . prepaic and on oi befoie tlie fifteenth 

Return of income , 1 , r \ c , , . , 

nit of June in each veai furnish to the 
Income tax Officer a return in the prescribed form and 
verified in the prescribed manner of the total income of * 
the companv during the previous vear 


Provided that the Income tax Officei mav in his dis 
cretion extend the date for the delnerv of the return in 
the case of anv companv or clas" of companies 

(2) In the case of anv person other than a companv p 
whose total income is in the Income tax Officer’s opinion, 
of such an amount as to render such person liable to 
income tax, the Income tax Officer shall serve a notice upon 
him requiring him to furnish within such period, not 
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(8) The power to le\j by deduction undei this section 
shill be without prejudice to anj other mode of recovery 

(9) Eierj peison deducting income tax* or super tar tn 
accordance with the provisions"of sub sections (3), *(3A), 
(3B), (3C) or (3D) shall at the time of payment of interest, 
furnish to the person to whom the interest is paid a certi- 
ficate to the eflect that income tav* or super-tax Ins been 
deducted and specifying the amount so deducted the late 
at which the tax has been deducted and such other 
particular as maj be pi escribed 


19. In the case of income chaigeible undei t any head 
other than “salaries" or “intercut on securities ” and in 
n . a in case where income-tax has not 

been deducted m accoi dance vuth the 
pionsions of section 18, the tav shall be pat able bj the 
assessee direct 

tl9-A. The principal officer of e\en eompam shah on 
t informfi or hefoie the 15th day of June in each 
i,„„ r 7 °resa«im s t ear, furnish to the prcso ibed officer a 
i 1 ' ^ '■"'i' return m the prescnbed foim and 

icrified in the prescnbed manner of the names and of the 
iddi esses as entered m the register of shareholder main 
lamed bj the companj of the shareholders to whom a 
In idend or aggregate dn idends exceeding such amount as 
nat be prescribed in this behalf has or hate been distn 
buted during the preceding tear and of the amount so 
distributed to each such sliaieholder 


20. The principal officer of etert companj shall at the 
„ , . time of distribution of dit idends fill 

Ortmtvite by com , 

,-,n* to pharrhoider. nish to e\ cr} person receiving a 
occmng dividend di\ idem! a certificate to the effect that 
die eompam has paid or ill pa> income tav on the profits 
.rhich are being distributed and specifung such othei 
inrticulars ns mnj be prescribed 

*20 A. The person responsible foi pa\ ing am interest not 
Suprirnf Informa being ‘Interest on Securities’ shall, on 
ionrrpani rK>ntcfMt ol before the fifteenth dn\ of June in each 
,enr, furnish to the prescribed officer a return m the 

'In* rt' 1 1 ' tie In Han Inro e tix (Von I \mrn H ut) Art, 1953 
/Will of 19ii) 
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proscribed form and \crified m the preset lhetl manner of 
the names and addresses of all persons to whom during the 
prcMous financial \c*u he 1ms paid interest or aggregate 
interest exceeding such amount not being less than one 
thousand rupees as nm he pi escribed in this behalf, 
together with the amount paid to each such poison 

21. The pi escribed pel son in the case of c\cr\ Govern- R 
. , , ment office and the pnncipal officei or P 

the pie^ciihcd poison in the case of 
even local authont compam oi other public bod\ or 
association nnde\ei\ pmntcemplovci slmll prepare and, 
within tlnrt\ dn\s from the 31st da\ of Marcli in each \ ear, 
delner or cause to he dclneicd to the Income-tax Officer R 
in the prescribed form, a return m writing showing — 

(a) the name and, so far as it is known, the address 

of e\ei\ poison who was leeemng on the said 
31st da\ of Mai eh, oi has received during the 
\eai ending on that date from the authority, 
companv bod\ association or pm ate 
emplo\ci as the case ma\ be, an} income R 
chargeable under the head “Salaries” of 
such amount as may be prescribed, 

(b) the amount of the income so receded bv each 

such person, and the time or times at which 
the same was paid, 

(c) the amount deducted in respect of income-tax 

from the income of each such person 


22. (1) The Pnncipal officei of every company shall P. 
_ . , piepaie, and, on oi before the fifteenth « 

Ketum oi incamo i c t , c , . . , 

daj of June m each }eai , furnish to the 
Income tax Officer a return, in the prescribed form and 
verified m the prescribed manner, of the total income of R* 
the company during the prev ious year 


Provided that the Income tax Officei may, in his dis 
cretion, extend the date foi the delivery of the return in 
the case of any company or class of companies 

(2) In the case of an} person other than a company p. ; 
whose total income is, in the Income tax Officer’s opinion, g 
of such an amount as to render such person liable to 
income tax, the Income-tax Officer shall serve a notice upon 
him requiring him to furnish, within such period, not 
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emg less than thn t} days as maj be specified in the notice, 

. return in the prescribed foim and verified m the pre- 
cnbed manner setting forth (along with such other 
mrticulais as may be provided for m the notice) his total 
neome during the prei ious year 

(3) If an} person has not furnished a return i\ ithm the 
me allov, ed In or under sub section ( i ) or sub section (2), 
r hanng furnished a return under either of those sub- 
notions disco' ers any omission or w rong statement there- 
in lie maj furnish a return or a reused return, as the 
ise maj be, at an} time before the assessment is made, 
ad an} return so made shall be deemed to be a leturn 
lade m due time under this section 
(2) The Income tax Officer may sene on the principal 
fleer of an} company oi on an} person upon whom a 
itice has been seived under subsection (2) a notice 
squiring him, on a date to be theiein specified, to produce, 

* cause to be produced, such accounts oi documents as the 
iconie tax Officer mai require 
Piowded that the Income tax Officer shall not require 
16 production of an} accounts lelating to a penod more 
mn three jeais prior to the preuous rear 

23. (t) If the Income tax Officer is satisfied that a 
leturn made under section 22 is correct 
' ‘ and complete, he shall assess the total 

iconie of the assessee, and shall detei mine the sum par able 
, f him on the basis of such return 

(2) If the Income-tax Officer has reason to belief e that 
return made undei section 22 is mcoirect oi incomplete 
3 shall sene on the peison "ho made the return a notice 
iquiring him, on a date to be therein specified, either to 
(tend at the Income tax Officer’s office or to produce, or 
o cause to be there produced, an} ewdence on which such 
arson may leh in support of the return 

(3) On the dai specified in the notice issued under sub 
iction (2), oi as soon often' ards as maj he the Income- 
ix Officer, after heai mg such e' idcnce ns such person may 
reduce and such other eudenec ns the Income tax Officer 
ini require, on specified points, shall b\ an order in 
rituig assess the total income of the assessee, and 
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determine the sura pa} able b> him on the basis of such 
assessment 

(4) If the principal officer of an} compan} or any other I 
person fails to make a return undei sub section (1) or sub- 
section (2) of section 22 as the case may be, or fails to 
compl} ■with all the terms of a notice issued under sub- 
jection (4) of the same section or. bating made a retuin, 
fails to compl} with all the terms of a notice issued under 
sub section (2) of this section the Income tax Officer shall 
make the assessment to the best of his judgment *and in 
the case of a registered firm, may cancel its registration 

*Prot ided that the registration of a firm shall not be 
cancelled until fourteen da^s have elapsed from the issue 
of a notice 11} the Income tax Officer to the firm intimating 
Ins intention to cancel its registration 

’"23 A. (1) Where the Income ta\ Officer is satisfied * 

Power to assess m tlnt am fiini or other ass <>CiatlOn of 

dividual members 'of individuals earning on am business, 
certain firms a s«ocia othei than a Hindu undivided familv or 
ions an companies a com p am t ls un <3er the control of one 
member theieof and that such film oi association has been 
formed or is being used foi the purpose of evading or 
reducing the liabilitv to tax of an} member thereof, he 
mav with the preMous approval of the Assistant Com- 
missioner pass an order that the sum pa} able as income- 
tax b\ the firm or association shall not be determined, 
and thereupon the share of each member in the profits and 
gams of the firm or association shall be included m his 
total income for the purpose of his assessment thereon 

Explanation — A membei of a firm or association who 
■owns the whole or the major portion of the capital of the 
firm or association shall not bv leason onlv of that fact be 
deemed to control the firm or association 

(2) Where the Income tax Officer is satisfied that a 
compam is under the control of not more than five of its 
members and that its profits and gains are allowed to 
accumulate bevond its reasonable needs, existing and 
contingent, haung regard to the maintenance and develop- 
ment of its business, without being distributed to the 

•Inserted l>\ the Indian Income tax (Amendment) Vet 1930 (XXI of 1930) 
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members, or that a reasonable part of its profits and gams, 
having regard to the said needs, has not been distributed 
to its members in such manner as to render the amount 
distributed liable to be included in their total income, and 
that such accumulation or failuie to distribute is for the 
purpose of presenting the imposition of tax upon any of 
the membeis in respect of their shaies in the piofits and 
gams so accumulated or not distubuted, the Income tax 
Officer may, with the pre-vious approval of the Assistant 
Commissioner, pass an ordei that the sum payable as 
income-tax by the company shall not be determined, and 
thereupon the piopoitionate share of each member in the 
piofits and gams of the company, whethei such piofits and 
gains have been distubuted to the members oi not, shall 
be included m the total income of such membei foi the pur- 
pose of his assessment theieon 

Piovided that this sub section shall not appl) to any 
company which is a subsrdiaiy company or in -which the 
public are substantially interested 

Explanation — For the pui pose of this sub section, — 

(a) a company shall be deemed to be a subsidiary 
company if, by reason of the beneficial owner- 
ship of shaies theiein, the control of the 
compan) is in the hands of a company not 
being a compan) to which the piovisions of 
this sub section apply 01 of two or more 
companies none of which is a company to 
which those piovisions apply, 

(Z>) a compan) shall be deemed to be a company in 
which the public are substantiall\ intei ested 
if shaies of the company (not being shares 
entitled to a fixed rate of dividend, whether 
with or without a fiuthei light to paitici- 
pate in profits) earning not less than 
twent\-five pei cent of the voting power 
have been allotted unconditional!) to or 
acqimed unconditionallv b), and arc at the 
end of the pievious )ear beneficiallv held 
bv , the public (not including a compan) to 
which the piovisions of this sub section 
appl)) and if an) such shares have m the- 
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course of such previous \eai been the subject 
of (Idlings anj stock exchange in British 
India or are in fact fieely transferable bj the 
holders to othei members of the public, 

( c ) unless the contrai) is pioved, a company shall be 
deemed to be under the control of any persons 
vvlieie the majontv of the voting power or 
shares is in the hands of those peisons or of 
lelatnes 01 nominees of those persons, 

(<f) “nominee” means a person who maybe required 
to eveicise Ins voting powei on the directions 
of oi holds shares directlj or indirecti) on 
behalf of .another person 

(5) The Assistant Comissioner shall not give his ap 
proval to am older proposed to be passed by the Income 
ta\ Ofhcei under this section until he has given the firm, 
association or comparn concerned an oppoitumty of being 
heard 

(4) ( 1 ) Where anj membei of a firm or association of p. n 
individuals makes default in the payment of ta\ on his 
share of profits and gams which has been included in his 
total income under the provisions of sub section (1), such 

ta\ may be recovered from the firm or association, as the 
case may be 

(n) Where the piopoitionate share of an> member of a 
compan) in the undistributed profits and gains of the com- 
pany has been included in his total income under the 
provisions of sub section (2), the ta\ pavable in respect 
thereof shall be recoverable from the companv and mav be 
recovered from such member if there are not sufficient 
funds in the hands of the company to pay the ta\, or if the 
winding up of the company has commenced 

(m) Where tav is recoverable from a company, firm or 
other association undei this sub section, a notice of 
demand shall be served upon it in the prescribed form 
showing the sum so payable, and such companv , firm or 
association shall be deemed to be the assessee in respect of 
such sum, for the purposes of Chapter VI 

(5) Where ta^ has been paid in respect of any undistri- 
buted profits and gains of a company under this section. 
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accordance with the shares of the paitneis as shown m the 
insttument of partneiship legisteied under this Act 
governing such distribution, and that anj paitner has 
thereby returned his income below its real amount be 
7na\ direct that such paitner shall, in addition to the 
income tax pa} able bt him, pat bt waj of penaltt a sum 
not exceeding the amount of income tax which has been 
atoided oi would hate been avoided if the income returned 
bj such paitner had been accepted as his coirect income, 
and no icfund 01 other adjustment shall be claimable bj 
ant other paitnei bt reason of such direction 

(3) No order shall be made nndei sub section ( l ) or 
sub section (2) unless the assessee or paitner, as the case 
mat be, has been licaid, oi has been gnen a teasonable 
oppoitunitt of being heard 

(d) No piosecution foi an oflencc against this Act shall 
be instituted in lespect of the same facts on which a 
penaltt has been imposed under this section 

(0) An Assistant Commissioner oi a Comnnssionei, 
i who has made an order nndei sub section ( 1 ) or sub «ec 
tion (2) shall forthwith send a copt of the bame to the 
Income tax Officei 

29. When the Income tax Officei has determined a sum 
to he pat able bt an assessee under 
Notice .f deman i e ec t Ion 2d oi when an older has been 
passed undei sub section (?) of section 25 oi section 23 
foi the pavmcnt of i penaltt the Income tax Officer shall 
sent on the assessee a notice of demand m the picscribcd 
form speciftmg the Mini so pat able 

[; 30. (1) \nt assessee objecting to the amount or rate at 

which lie is assessed under section 20 oi 
un'^t if", section 27 oi den} mg his Inhibit to lit 
assessed under this Act or objecting to 
a refus il of an Income tax Officer * to nni'trr a firm mirier 
reel ion 2b A or to make a fresh assessment under section 27 
or to am order against him undLr sub stction (2) of station 
25 tor *rctmn 2~> 1 m sietinn 23 made In an Income tax 

•Irurrtc! It tfr J»U »n Ircone la* I \m^n Jmrnt) Act 10J3 (Will 
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Officer, may appeal to the Assistant Commissioner against 
the assessment or against such refusal or order : 

Provided that no appeal shall lie in respect of an 
assessment made under sub-section (4) of section 23, or 
under that sub-section read with section 27. 


(2) The appeal shall ordinarily be presented within 
thirty days of receipt of the notice of demand relating to 
the asessment or penalty objected to, *or of the intimation 
of the refusal to register a firm under section 26- A , or of 
the date of the refusal to make a fresh assessment under 
section 27, as the case may be , but the Assistant Commis- 
sioner may admit an appeal after the expiration of the 
period if he is satisfied that the appellant had sufficient 
■cause for not presenting it within that period 1 

(5) The appeal shall be m the prescribed form and shall ^ 
be verified m the prescribed manner 

31, (2) The Assistant Commissioner shall fix a day! 
tt , , and place for the hearing of the appeal, 

©Anns o appea . an( J ma y f rom time to time a dj 0urn the 

hearing 

(2) The Assistant Commissioner maj , before disposing 
of any appeal, make such further inquiry as he thinks fit, 
or cause further inquiry to be made by the Income-tax 
Officer. 


(3) In disposing of an appeal the Assistant Commis- 
sioner may, in the case of an order of assessment, — 

(a) confirm, reduce, enhance or annul the assessment, 
or 

(&) set aside the assessment and direct the Income-tax 
Officer to make a fresh assessment after making 
such further inquiry as the Income-tax Officer 
thinks fit or the Assistant Commissioner 
may direct, and the Income-tax Officer 
shall thereupon proceed to make such fresh 
assessment. 

tor. in the case of an order refusing *to register a firm 
under section 26 A t, or to make a fre*h assessment under 
section 27, 


•In*ertfd by the Indite Ircctte tax (Second Anendrjent) Art, 1513 (XVIII 
of 1««33) 

tIn»ortfd by the led an Icccmc-tax ( c ocord A-stcdsect} Art, 2630 (XXII 
cf 1«30J 
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( o ) confirm such order , or cancel it and direct the 
Income-tax Officer *to register the firm or to 
make a fresh assessment * as the case may he; 
or. in the cases of an order under sub-section (2) of section 
2 or section 28, — 

(d) confirm, cancel or vary such order : 

Provided that the Assistant Commissioner shall not 
enhance an assessment unless the appellant has had a 
reasonable opportunity of showing cause against such 
enhancement. 

32. (I) Any assessee objecting to an order passed by- 
an a st an Assistant Commissioner under sec- 

oriera* 11 of AwSant tion 28 or to an order enhancing his- 
Commwiojjr. assessment under sub-section (S) of sec- 

tion 31. may appeal to the Commissioner within thirty 
days of t the date on which he teas served with notice of 
such order. 

(2) The appeal shall be in the prescribed form, and 
shall be verified in the prescribed manner. 

(5) In disposing of the appeal the Commissioner may, 
after giving the appellant an opportunity of being heard, 
pass such orders thereon as he thinks fit. 

33. ( l ) The Commissioner may of his own motion call 

for the record of any proceeding undet 
rotmrofretierr. ji,i s ^ct w hich has been taken by any 
authority subordinate to him or by himself when exercising 
the power of an Assistant Commissioner under sub-section 
(4) of section 5. 

(2) On receipt of the record the Commissioner may 
make such enquiry or cause such inquin- to be made and, 
subject to the provisions of this Act. rna\ pass such ordeis 
theieon as he thinks fit: 

Provided that he shall not pass am- order prejudicial 
to an assessee without hearing hint or giving him a reason- 
able opportunity of being heard. 

tin? IHnn rnronp In* Amrndnrnt) 4ct, 1923 (XVm 

l\ th* Tmliin fff-o-s* tix f'-’-on } \rnnft prt| \cl, P33 (M III 
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*33 A. (l) An) person aggrieved In an order of an 
Reference » . Pcard Income-ta\ Orticer nndei sub section 
ofRefw« (j) oi subjection (2) of section 23-A 

mi} within thirtv dnv s of the date on which he was 
served with notice of such older lodge an appeal m the 
office of the Commissioner 

(2) The appeal shall be in the preset ibed form nnu p, j 
shall be verified in the pre&cnbed niannei 

(?) The Commissioner shall refei such appeal with ap,] 
statement of his own opinion theieon to a Boaid of 
Referees for decision, and the Boaid of Referees shall de 
cide the appeal aftei heating the appellant and am peison 
deputed bv the Commissionei 

Provided that before making a refei ence to a Boaid 
of Referees, the Commissionei maj and at the icque&t of 
the appellant shall in excicise of his poweis of icvision 
undei section 33 decide the matteis in dispute and theie 
upon the as^essee mav withdiavv bis appeal oi pioieed 
with it 

(4) The decision of the Boaid of Refei ees shall be foi- 
warded to the Commissionei who shall transmit it to the 
Income tax Officer who passed the ongmal oidei, and 
shall also send copies to each Income-tax Officer who has 
made any assessment consequent upon such order, 
and where a decision reverses or modifies the order of the 
Income tax Officer fresh assessments shall be made in 
accordance therewith or such consequential adjustments 
as mav be required shall be made in an) assessment nlieady 
made 

(5) The decision of a Board of Referees shall not hep.] 
subject to appeal to an) Income tax aiitbont) and shall 
not be tevised bv the Commissioner in exeicise of his 
powers under section 33 

(6) A Board of Referees shall consist of not less than 
three and not more than five persons, of whom not less than 
one half shall be non officials having business experience 
and one shall be a judicial officer not infeiioi in rank to 
a Subordinate Judge or a Judge of a Small Cause Comt 
who has held judicial office for a pciiod of not les9 than 
ten years 

•Inserted by the Ind an Income tax (Amendment) Act 1930 (\XI of 1930) 
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(?) Subject to the piotisions of subsection (6), tho 
Centra] Board of Reienue urn make mles regulating tho 
formation, composition and procedure of Boards of 
Referees 

34. If foi am icnson income, profits oi gains cliargo- 

. „ able to income tax lias escaped assess- 

income e copjnp , , * 

ment in ant t ear oi has been assessed at 
too low a late, the Income-tax Officer 
mai at anj time liithin one teai of the end of that tear, 
sene on the pei'on liable to paj tax on such income, profits 
or gains, or, in the ease of a company, on the principal 
officer thcieof, a notice containing all or any of the re- 
quirements which maj be included in a notice under sub 
section (2) of section 22 and mat proceed to assess or le- 
asscss such income, profits or gams, and the protisions of 
this Act shall, so far as may be, apph aecordmglt ns if 
the notice were a notice issued undoi that sub section 

Prouded that the tax shall he rhntged at the rate at 
tthuli it ttould hate been charged bad the income, piofits 
or gains not escaped assessment oi full assessment, ns the 
cn=e may be 

35. '(1) The Commimoner or A metant Commit*ioner 
11 -stales tsistiQ i- may at any time uithtn one year from 

inv- the date of any order panel by hire in 

appeal or, in the care of the Commissioner, in rerieion 
under section IS and the Income tax Officer mat , at an} 
time within one tear from the date of ant demand made 
upon an nseessec, on his ottn motion rectift ant mistake 
apparent from the record of the 'appeal rrhtion or 
a^,r,,mnit a s the care may be, and shall within the like 
pound mtift ant «uih mistake which has In on brought 
to his not ue fit 'the assessor 

Protided that no such rectification shall be made, 
hatific the iliict of inhuming mi n"r..imin imlo-s the 
t Ccrmi'‘-inn> r th* l"i [ taut Commit ana r or the 
l untu tat tlfinr, «> the ea’e man be has emu not no lo 
l!„ a-'* ,ie oi Ins intuition so to do and fi i- nllmud bun 
a rt i* ii il*I< opguirliiniti of Ik mg In ird 

M-. ' I If M. li . Ir ".1*1 Hr.ll 1 ) 1 i 10"! 1)11 il 1 ' 1 
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( 3 ) Where any such i edification has the effect of re- 
ducing the assessment, the Income-tax Officei shall make 
anj refund which may be due to such assessee 

( 3 ) Where any such rectification has the effect of en 
hancing the assessment, the Income-tax Officer shall serve 
on the assessee a notice of demand m the prescribed form 
specifying the sum payable, and such notice of demand 
shall be deemed to be issued under section 29, and the pro 
visions of this Act shall appl) accordmgl) 

36. In the determination of the amount of tax or of a p 
Tax to be calculated refund payable under this Act frac 

to nearest anna tions of an anna less than six pies shall 

be disregarded, and fractions of an anna equal to or 
exceeding six pies shall be regarded as one anna 

37. The Income tax Officer, Assistant Comnnssionei P. 89, 

Power to take and Commissioner shall, for the pur- 106. 

evidence on oath, etc poses of this Chapter have the same 
poweis as are vested in a Court under the Code of Civil 
Proceduie 1908, when trvmg a suit in respect of the 
following matteis, namely — 

(а) enforcing the attendance of anv pei^on and 

examining him on oath or affirmation , 

(б) compelling the production of documents, and 
(c) issuing commissions for the examination of 

vv ltncsses 

and am piocecdmg befoie an Income-tax Officer, Assis-p 
tant Commissioner or Commissionci undei this Chapter 
shall be deemed to be a “judicial proceeding” within the 
meaning of sections 193 and 223 *and for the 'purpose, 
of section 196 of the Indian Penal Code 

38. The Income tax Officer or Assistant Commissioner 
Power to cull for mav for tlie purpose*. of tills Act, — 

lnforro»t»on 

(1) require anv firm, or Hindu undivided fannh 
to furnish him with a return of the memtiers 
of the firm or of the manager or adult 
male nicml)er> of the familv, a*. the 
mav be, and of their addre^M.'-. 

• Iawle I h llf InJ»n Ir -o—e tu (veil l——* XXII 

Of 1SJD) 
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might be expected to arise m that business, the profits 
derived therefrom or which may reasonably be deemed to 
ha\e been denved therefrom, shall be chargeable to in- 
come tax in the name of the i evident person who shall be 
deemed to be, for all the purposes of this Act, the assessee 
m lespect of such income tax 

* ( 5 ) Wheie any piofits or gams hate acciued 01 aiisen 
to any peison directly or indirectly from the sale in 
British India by him or by any agency 01 branch on his 
behalf of any merchandise exported to British India by 
him 01 any agency or branch on his behalf from any place 
outside Butish India, the profits or gains shall be deemed 
to have accrued and ansen and to have been lecened in 
British India, and no allowance shall be made undei sub- 
section (2) of section 10 m respect of am buy ing or other 
commission whatsoever not actually paid or of any other 
amounts not actually spent, for the purpose of earning 
such piofits oi gams 

43 Any peison employed by oi on behalf of a peison 
a ats to include residing out of Butish India or having 

prnon** tintlT u n ° any business connection with such per- 
50011 son or through whom such peison is m 

the receipt of any income, profits oi gains upon whom the 
Income tax Officer has caused a notice to be served of his 
intention of treating him as the agent of the non i evident 
person shall, for all the purposes of this Act he deemed 
to be such agent 

Piovuled that no peison shall be deemed to be the 
agent of a non i evident person, unle>-> lie has h id an ippoi 
tumtv of being heard bv the Income ta\ O/hcei a« to hi* 
liabilitv 

44 'NMietc am bii*>ine-> pioft-Mon or vocation ear 

Li I lt\ in ra«- cf r,C, l 011 ^ firm ^CCn dl*COntimi< (1 

n ii ~ nt miri rm * r cverv per-on who was at the time of 
P-itn-r.? / «uch ^continuance a member of -iicfi 

firm •dull Ik. jointh ind *eveialh liable lor tlie amount 
of the tax pavahle in respect of the income /unfit** and 
gain-' of the firm 


'1 I |r <*# Jf h Ir 


r tl f fr Jt r 


\ ir>-a fin cf lo't 
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CHAPTER V-A * 

SrECivL rnousiON'S relvting to certain clvsses of 
snirriN'C 

44-A. The prousion of tin*; Chaptei shall notwith- 

Lmt iiit\ to t»* or standing am thing contained in the 
occ'itionat ihij ] »nc othei pro\ isions of this Act, apply for 
the purpose of the lev) and recover} of ta\ in the case of 
am person who resides out of British India and carries 
on business m British India in an\ \ear as the ownei ol 
charterei of a ship (such peison hereinafter m this 
Chaptei being referred to as the principal) unless the 
Income tax Officci is satisfied that there is an agent ot 
such principal fiom whom the tax will be ieco\eiable in 
the following jeai undci the othei pronsions of this 
Act 

44-B. ( 1 ) Beore the depaiture from an) port in 

R-tum or profit' British India of anv ship in respect of 
which the prowsions of this Chapter 
apph, the master of the ship shall prepaie and furnish 
to the Income tax Officer a return of the full amount paid 
or payable to the puncipal, or to an) peison on his behalf, 
on account of the carriage of all passengers, live-stock 
or goods shipped at that port since the last arrival of the 
ship theieat 

(2) On receipt of the return, the Income-tax Officer 
shall a^css the amount referred to in sub section (l), 
and for this purpose maj call for such accounts oi docu- 
ments as he ma) require, and one twentieth of the amount 
so assessed shall be deemed to be the amount of the profits 
and gains acciuing to the puncipal on account of the 
carnage of the passengers, In e stock and goods shipped 
at the port 

( 3 ) When the profits and gains ha3e been assessed as 
afoiesaid, the Income tax Officer shall determine the 
sum pa) able as tax thereon at the rate for the time hems* 
applicable to the total income of a company, and such 
sum shall be payable b\ the mastei of the ship, and a port- 
clearance shall not be granted to the ship until the Cus- - 
toms collector, or other officer duly authorised to *grafit 
the same, is satisfied that the tax has been duly paia 

*In«crted In the Ind an Income tax (Further Amendment) \ct 1923 (\X\ II 
of 1923) 


’.114 
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British Nationality and Status of Aliens Act, 1914, no;' 
subject of a State in India. ! 

*48-A. ( 1 ) If in any case not provided for by section j 

General power to or by the provisions relating to refun 
make refunds. elsewhere contained in this Act the I 

come-tax Officer is satisfied, upon claim made in this 1 
half, that tax has been paid by or on behalf of a 
person with which he was not properly chargeable 
which was in excess of the amount with which he w 
properly chargeable, the Income-tax Officer shall allc 
a refund to such person of the amount so paid or : 
paid in excess. 

(2) The Assistant Commissioner in the exercise of h 
appellate powers, or the Commissioner in the exercise ( 
his appellate powers or powers of revision is satisfied I 
the like effect shall in like manner cause a refund to be 
made by the Income-tax Officer of any amount found to 
have been wrongly paid or paid in excess. 

(3) Nothing in this section shall operate to validate 
any objection or appeal which is otherwise invalid or to 
authorise the revision of any assessment or other matter 
which has become final and conclusive, or the review by 
any officer of a decision of his own which is subject to 
appeal or revision, or where any relief is specifically pro- 
vided elsewhere in this Act, to entitle any person to any 
relief other or greater than that relief. 

49. (1) If any person who has paid Indian income- 
tax for anv year on any part of his 
uoS' f Kingdom 1 in. income proves to the satisfaction of the 
com». tax. Income-tax Officer that he has paid 

United Kingdom income-tax for that year in respect of 
the same part of his income, and that the rate at which 
he was entitled to, and has obtained, relief under the 
provision of section 27 of the Finance Act, 1920, is less 
than the Indian rate of tax charged in respect of fhnt, 0 h 
part of his income, he shall be entitled to a refund of a s, n. 
stint calculated on that part of his income at a rate equal 
to the difference between the Indian rate of tax tor .'/.<■ 

* I* th»- Indi iii Itittint* tas (S-nml \rm iidmrnt) -*.*♦. 1°33 

(XVIII of 1933]* 

f Itiirtlol l*\t Itia Indim [tirntnf ijx (\ntfm!nrnll Act, 1931 (XXIX of 1934, 1 
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appropriate rate of United Kingdom income-tax, which- 
ever is less, and the rate at which he was entitled to, and 
obtained, relief under that section 

(2) In sub-section (I) — 

(a) the expression “Indian income tax” means- 

income-tax and super-tax charged in ac- 
cordance with the provisions of this Act, 

(b) the expression “Indian rate of tax” means the 

amount of the Indian income tax divided by 
the income on which it was charged , 

(c) the expression “United Kingdom income tax” 

means income tax and super-tax chargeable 
in accordance with the provisions of the In- 
come-tax Acts 

t(rf) the expression ‘appiopnate rate of United 
Kingdom income-tax’ has the meaning assign- 
ed to that expiession in section 27 of the 
Finance Act, 1020 as amended bv the 
Finance Act 1927 

*49-A Where under am of the piovisions of *his Act, 
a refund is found to be due to am 
amount* S refund* person, the Income tax Officer, Assist- 
agamst tax remaining an t Commissionei or Commissioner, 
pa>a e as the case may be, may, in lieu of 

payment of the lefund, set off the amount to be refunded, 
or am part of that amount against the tax, if am, re 
maining payable by the person to whom the refund is due 

*49-B. Where thiough death lncapacitv bankrupts 
pow*w of ropresenta liquidation or other came, a person 

tu» of deceased ^ho would but for such came hive 
disabled °t 0 been entitled to a refund under anv P. 118. 

claim on hia behalf 0 f t ] 1(J piovi^IOnS of tills Act, 01 to 

make a claim under section 48 01 4S A or 49, is unable to 
receive such refund 01 to make such claim. Ins executor 
administiatoi or other legal representative, or the trmte" 
or receiver, as the case mav be, shall be entitled to receive 
such refund or to make such claim for the benefit of such 
per>on or his estate 

•Inserted br the In 1 an In -o- - (''<*> I Vr-r'-d — V t 13* T 

(XV III of 1933) 

^Inserted b* the Indian Income-tax (Vrerd— e- 13 T 4 (XXIX c # I3*4l 




50 No claim to any lefund of income-tax under this 

Limitation of claims Chapter shall be allowed, unless it is 
for refund made within one year from the last day 

of the year m which the tax was recovered *or before the 
last day of the financial year commencing after the expiry 
of the “ previous year ”, as defined in clause (11) of sec- 
tion 2 in which the income arose on which the tax was 
recovered , whichever peiiod may exphe later' Provided 
that a claim to lefund under section 49 may be admitted 
after the penocl of limitation herein prescribed, when 
the applicant satisfies the Commissioner , or an Assistant 
Commissioner of Income-tax specially empowered in this 
behalf by the Central Board of Revenue , that he had 
sufficient cause for not making the claim within such 
period 

f50 A (I) Any person objecting to a refusal of an 
Appeal against Income-tax Officer to allow a claim to 
refusal of refund a re fund under section 48 or 48-A or 
49 or to the amount of the refund made m any such case, 
may appeal to the Assistant Commissioner. 

(2) The appeal shall be presented within thirty days 
of the date on which the refusal of the refund or the 
amount of the refund allowed was communicated to the 
appellant 

(3) The appeal shall be made m the prescribed form 
and shall be verified m the prescribed manner 

(4) The Assistant Commissioner may, after giving 
the appellant an opportunity of being heard, pass such 
orders as he thinks fit 

CHAPTER VIII 
Offences and Penalties 

51. If a person fails without reasonable cause or 

Tailuro to make e\CUSe 

payments or deliver 
returns or statements 
or allow inspection 

(a) to deduct and pay any tax as required by sec- 
tion 18 or under sub-section (5) of section 
46; 

* Inserted bv the Indian Income tar (Second Amendment) Act, 1930 (XXII 

<lf +*in«erted bv the Indian Income taa (Second Amendment) Act, 1933 
(XVIII of 3933) 
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(b) to furnish n certificate required b) sub sec- 

tion (a) of section 18 or b) section 20 to be 
fin nished 

(c) to furnish in due time any of the returns P. 83, 84, 

mentioned in 1 section 19 -A , * section 20-A, 85, 86, 

section 21, section 22, or section 38, 88. 

(d) to produce, or cause to be produced, on or be 

fore the date mentioned in an) notice under 
sub section (4) of section 22, such accounts 
and documents as arc referred to in the 
notice , 

(c) to giant inspection oi allow copies to be taken 
in accordance with provisions of section 
39, 

he shall, on conwction befoic a Magistrate, be punishable 
with fine which may extend to ten rupees for every day 
during which the default continues 

52 If a person makes a statement m a aerification P. 87, 

False statement m mentioned in t section 19 A or * section 101. 
declaration oq j; 01 section 22, tor sub section {2) 

of section 26 A , or sub section (3) of section 30 or sub- 
section (2) of section 32 tor sub section ( 2 ) of section 33-A 
* or sub section (?) of section 50 A which is false, and 
which he either knows oi belieaes to be false, or does not 
belieae to be true he shall be deemed to haae committed 
the offence described in section 177 of the Indian Penal 
Code 


53 (1) A person shall not be proceeded against for p 
an offence under section 51 or section 
m* ^ CU of°V a °i,t B ant 52 except at the instance of the Assis- 128, 
Commissioner tant Commissioner 


(2) The Assistant Commissioner inay stay any such 
proceeding or compound any such offence 

t Inserted by the Indian Income tax (Amendment) Act, 1926 (XXIV 
of 19°6' 1 

(\VIII*of e i933) thC Indlan Income - taT (Second Amendment) Act 1933 
* Inserted by the Indian Income tax (Amendment) Act 1930 (XXI of 1930) 

B 
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50 Vo claim to am tefund of income ta\ undei this 

Ltrnitatjon of claims Chaptei shall be allowed, unless it is 
for refund made within one year from the last da} 

of the tear m winch the tat. was lecoveied *o> before the 
last day of the financial year commencing after the expiry 
of the “precious year ”, as defined in clause (11) of sec- 
tion 2 in which the income arose on which the tax was 
recoveied, whichevei peuod may expire later Prouded 
that a claim to refund under section 49 may be admitted 
after the period of limitation herein prescribed, when 
the applicant satisfies the Commissions , or an Assistant 
Commissioner of Income tax specially empoweied in this 
behalf by the Central Board of Revenue, that he had 
sufficient cause for not making the claim within such 
period 

|50 A (1) Any person objecting to a refusal of an 
Appeal against Income t'lv Officer to allow a claim to 
refusal of ref. nd a re f un d undei section 48 or 48 A or 
49 or to the amount of the refund made m any such case, 
may appeal to the Assistant Commissioner 

(2) The appeal shall be presented within thirty days 
of the date on which the refusal of the refund 01 the 
amount of the tefund allowed was communicated to the 
appellant 

(3) The appeal shall be made in the prescribed form 
and shall be aerified in the prescnbed mannei 

(4) The Assistant Commissioner may, after giving 
the appellant an opportunity of being heard, pass such 
orders as he thinks fit 

CHAPTER VIII 
Offences and Penalties 

51. If a person fails without leasonable cause oi 

"a 1 iro to make e\CUSC~“ 
payments or deliver 
returns or statements 
or alJorr inspection 

(a) to deduct and pay any tn\. ns required by sec 
tion 18 or under sub section (5) of section 
4G, 

* Inserte ! !v the In l n Income tax ( < w-n l Arrendn etil) Act 1930 (VXII 

<f +°ia*»rttl Iv tie It 1 m Income tur ('Won \ Amen fment) Act 1033 
(Will of 3933) 
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(b) to furnish n certificate required b) sub sec- 

tion (a) of section 18 or bj section 20 to bo 
furnished, 

(c) to furnish in due time an} of the returns P. 83, 84, 

mentioned in ] section 19-A , * section 20- A, 85, 86, 

«cction 21, section 22, or section 38, 88. 

{d) to produce, or cause to bo pioduced, on or be 
fore the date mentioned in an} notice under 
sub section (4) of section 22, such accounts 
and documents as arc referred to in the 
notice, 

(c) to grant inspection oi allow copies to be taken 
in accordance with provisions of section 
39, 

he shall, on comiction bcfoie a Magistrate, be punishable 
with fine which nn\ extend to ten rupees for e\ery day 
during which the default continues 

52 If a person makes a statement in a \enfiention P. 87, 

Fb 1 *o Matrnuvt i-i mentioned in t section 19 A or * section 101. 

declaration oq j 01 section 22, tor sub section (2) 

of section 2G 1 , oi sub section (3) of section 30 or sub 
section (2) of section 32 *or sub section (2) of section 33- A 
*or subsection (?) of section 50 A winch is false, and 
which he cithci knows oi belie\cs to he false, or docs not 
belieic to be true, he shall be deemed to ha\o committed 
8C0 the offence desenbed in section 177 of the Indian Penal 
Code 

53 (/) A person shall not be proceeded against forp 

an offence under section 51 or section * V no 
ms 52 c\ccpt at the instance of the Assis- 

Commissioner tant Commissioner 

{2) The Assistant Commissioner may stay any such 
proceeding or compound any such offence 

+ Inserted by the Indian Income tax (Amendment) Act, 19°6 (XXIV 
of 19%' 

‘Inserted 1 v the Indian Income tax (Second Amendment) Act 1935 
(Will of 1933) 

X Inserted by the Indian Income tax (Amendment) Act 1930 (XXI of 1930) 
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54 (1) All particulars contained m an} statement 
„ , , , made, return furnished or accounts or 

roation by a public aOCUniOIltS piOUUCCd Ulldei tilC pIO- 
Benoflt visions of this Act, or m an} evidence 

given, or affidavit oi deposition made, m the course of any 
pioceedmgs under this Act othei than pioceedmgs under 
this Chapter, or in any rccoid of an} assessment proceed 
ing, oi any pioeeeding, i elating to the record y of a de- 
mand, piepaied for the purposes of tins Act, shall he 
treated as confidential, and, notwithstanding an} thing 
contained in the Indian Evidence Act, 1872, no Couit Iof 
shall, sa\e as provided m this Act, be entitled to rcqune 
any public servant to pioducc before it am such ictuin, 
accounts, documents or iccord or any part of an} such 
record, or to give evidence bcfoic it m icspcct thereof 
( 2 ) If a public servant discloses an} pniticulais con- 
tained in any such statement, ictuin, accounts, docu- 
ments, evidence, affidavit, deposition oi itcoid, he shall 
be punishable with imprisonment which ina} extend to 
six months, and shall also he liable to fine 


Provided that nothing in this section shall appl} to 
the disclosure — 

(a) of an} such particulars for the purposes of a pro \tv< 

sccution under * the Indian Penal Code 1860 
in respect of an} such statement, ictuin, 
accounts, documents, evidence, afhdavit oi 
deposition, or for the purposes of a prose 
cution under this Act, or 

(b) of an} such particulars to an} person acting in 

the execution of this Act wheic it is neces 
sar) to disclose the «amc lo him for t lie 
purposes of this Act, or 

(t) of am such pirticulars occasional bv the law 
ful cmplojment undci this \ct of am 
process for the service of am notice or the 
recover} of an} demand, or 
t|cc) of any inch particulars occasioned by the 
lauftil excrete by a public servant of his 

•Ar*r<l«-«J ly tie Indian Itrorr* U* I \mm Iurr-t) \rl, lfjO (\ \II < f 

15 * 9 * 

t 1 7 ts# led »n leco~r U« I Vnrn Inrnt) Vcl 1*W3 

(XVIII of I515j 
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powers under the Indian Stamp Act, 1899 , 
to impound an insufficiently stamped docu- 
ment, or 

(d) of such facts to an authorised officer of the 
United Kingdom, as may be necessary' to| 
enable relief to be given under section 27 
of the Finance Act, 1920, or a refund to be 
given under section 49 of this Act 

^Provided, further, that nothing in this section shall 
apply to the production by a public servant before a Court 
of any document, declaration or affidavit filed, or the 
record of any statement or deposition made in a proceed- 
ing under section 26A, or to the giving of evidence by a 
public servant in respect thereof 

Provided, further, that no prosecution shall be insti 
tuted under this section except iwth the pieuous sanc- 
tion of the Commissioner 


CHAPTER IX. 


SUTER-TAX. 


55 In addition to the income-tax charged for any p 2, 10 
. \ ear, there shall be charged, levied and li. ±o ' 

rgoo super r p al ^ f or that j car in respect of tllC total 130.* 

income of the previous jear of any t individual, Hindu 
undivided family , company , uniegistered firm or other 
association of individuals, not being a registered firm, 

X an additional duty of income-tax (in this Act referred 
to ns super-tax) at the rate or rates laid down for that 
jear by Act of the Indian Legislature. 


Provided that, where the profits and gains of an un- p. ^ 
registered firm ime been n^essed to «uper-tax, super-tax J.30, 
shall not be payable bv an indiudual lming a share in 
the firm in respect of the amount of such profits and gains 
which is proportionate to his share. 

•Inserted Ijr the Jcdua Income t*x { A— J533 (XXI 
cl 1950) 

t Ninrnded It the Indui Inco=et*s ( ltrendee-t) Act, (XI c* 1"2') 

ISo-r. — See co'e to Section X 
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68. Subject to tbe provisions 0 / this Chapter, the 
ru»\ inr-nme t/r total income of any * individual, Hindu 
ti«Tr*sor*i.|»TUT uvtliriilcrl family, company, nnregis- 
tirnl firm or other association of individuals, shall, for 
the purposes of super-tax he the total income as assessed 
for the purposes of income-tax, and where an assessment 
of total inrome has herorne final and conclusive for the 
plilpo os of imome-tax for any year, the assessment 
ahull also be final and conclusive for the 

pin fio-eu of super-tax for the same year 

ir * *■ * * jt . 

67 (/) In the case of anyV person residing out of 
s, nrn>Mr.„i ,„ri British India who is a member of a 
num r.mi Mimri-lu, irw» rogistcied firm, and whose share of the 
profits fiotn such firm is liable to super-tax, the remaining 
ineuiheis of mich film who arc resident in British India 
/(hall be jointly arid seveially liable to pay the super-tax 
due fiom the non-iesident member in respect of such 
iihain 

(2) Whole any person pays any tax under the provi- 
iiions of this section on account of t another person who is 
maiding out of British India, cicdit shall be given there- 
for in rletei mining the amount of the tax to he payable by 
any agent of such non-iesident ^person tindir the piovi- 
siciiih of sec I ions ‘12 and 43 


58. ( 1 ) All t ho provisions of this Act } relating to the 
ai,|,i„„i, tint An to chinyr, assisnnrnt, collection and rc- 
impur out. corn y of income-tax except those con- 

tinual in sci turn 3, the proviso to sub-section ( 1 ) of sec- 
tion 7, the ^second and thiid piovisos to section 8, snb- 
M'etion (J) of section 14, and sections 15 17 19, 20, 21, 
l q , and sub sections ( 2 ) and (S) of notion SS-G 

shall apple so far as ma\ lie, to the clmige. assessment, 
collection and mown of nipct-tux 

§ • * * * * 


• loci l\ ()>r ImIhii Im on- (at ( \mcmlmrtiM Art. 1921 (\I of 1921) 

* li *ritril 1 \ tl r Iti It in In tin tax { Act 1025 (\ of 1125) nr»tl 

tr/vil I I* jfio lfttni) Jncomo ft* ( Vmcnilmrnl) \it, 1023 (111 of lt>23) 

• \t iriidct! I \ tl «< I ml an IiictmMnr f \mrn<lm« t) Art 1026 (\\1V of 1926^ 
tlr.ett.d It (hr Indian limmrta* ( \ 1 t 1 rndmrnt) Vet 1126 (AM'* 

It tie Initnn Imm'tat (Second Amendment) Act. 

^VlM^tleVS t lie In tun Inrome tax (Leonti \trrndn;fc.t) Act, 3 ( U5 
XM1I it 1PVJ1 
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(2) Save as provided m \sub sections ( 3-A ), ( 3B ), 
(5C),* and (SD) of section 18, section 57 land section 
58-H, super-tax shall be payable by the assessee direct 


^CHAPTER IX-A 

Special Provisions relating to certain classes of 
Provident Funds 

58 A In this Chapter, unless there is an) thing repug P. 24. 

Definitions nant m the subject or context, — 

(a) a “recognised provident fund” means a provi- 
dent fund which has been and continues to 
De recognised b) the Commissioner, in ac- 
cordance with the provisions of this 
Chapter , 

(5) an “employer* ’ means — 

(i) a Hindu undivided famil), companj, firm 
or other association of individuals or 
persons, or 

(w) an individual engaged in a business, pro 
fession or vocation whereof the profits 
and gains are assessable to income tax 
under section 10 or section 11, maintain 
mg a provident fund for the benefit of 
his oi its emplojecs, 

{c) an “employee” means, an employee partieipat 
mg m a provident fund, but does not in- 
clude a personal or domestic servant, 

( d ) a “contribution” means anj sura credited bv 
or on behalf of any employee out of his 
salarv, oi bv an emplo)er out of his own 
monies, to the individual account of an 
cmplo) ee, but does not , include an) sum 
credited as interest, 

; Inser*ed b\ the Indian Income-tax (Second Amendment) Act 1933 (XV 111 
of 1933) 

»In*erted by the Indian Income tax (Frovideni Funds Relief) Act 19 r 9 
(XII of 19°0) 

5 Repealed 1 \ the Indian Income tax (Second Amendment) Act 1933 
(Y\ HI of 1933) , 
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( e ) the “balance to the credit” of an employee 
means the total amount to the credit of his 
individual account m a provident fund at 
any time, 

(/) the “annual accretion” to the balance to the 
ciedit of an employee means the increase 
to such balance in any year, arising from 
contributions and interest, 

(ff) the “accumulated balance due” to an employee 
means the balance to his credit, or such 
portion thereof as may be claimable b} him 
under the regulations of the fund, on the 
day he ceases to be an emplojee of the 
employer maintaining the fund, and 
(h) the "regulations of a fund” means the special 
bod) of regulations governing the constitu- 
tion and admimstiation of a particular 
provident fund 

58 E ( l ) The Commissioner of Income tax may 
The according „„<! »“ord , recognition to an) prowdent 
withdrawal of njcoem fund which in his opinion, satisfies 
tl0n the conditions prescribed in section 

58-C and the rules made theieunder, and mav, at any- 
time, withdraw such recognition if, in his opinion, the 
prorident fund contravenes any of those conditions 

(2) The Governor General in Council may, at his 
discretion, direct the Commissioner of Income ta\ to 
refuse to accord recognition to any provident fund, or 
may’, at any time, withdraw recognition from any recog- 
nised provident fund 

(2) An order according recognition shall take effect 
on such date as the Commissioner mav fi\ in accordance 
with any’ rules the Central Board of Revenue may make 
in this behalf, such date not being later than the last day 
of the financial year jn which the ordci is made 

(4) An order withdrawing recognition shall take effect 
from the day on which it is made 

(5) An cmployei objecting to an older of the Commis- 
sioner icfusing to recognise a provident fund mav appeal, 
within «u\ty clays of such order, to the Central Boird of 
Revenue 
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The appeal shall be m the form and shall be verified 
in the manner prescribed by the Central Board of 
Revenue 

58 C (z) In order that a provident fund may receive 
Coniittona to to nn d retain recognition it shall satisfy 
«oi <fi*i by & roc o K the conditions set out below and anv 
nw pro '‘ cntf,nl other conditions which the Governor 
General in Council may, by rule, prescribe — 

(n) All employees shall be employed m India, or 
shall be employed by an employer whose 
principal place of business is in British 
India 

(5) The conti ibutions of an employee m any vear 
shall bo a definite propoition of his salary 
foi that \ear and shall be deducted by the 
employer from the employee’s salary in that 
proportion at each periodical payment of 
such salary in that \car and credited to 
the employee’s individual account in the 
fund 

(c) Subject to the provisions of section 58 D, the 
conti ibutions of an employer to the indivi- 
dual account of an employee m any year 
shall not exceed the amount of the contri- 
butions of the employee m that year, and 
shall be credited to the employee’s indivi- 
dual account at intervals not exceeding 
one year 

(<f) The fund shall consist of contributions as 
above specified, of accumulations thereof, 
and of interest (simple .and compound), 
credited in respect of such contributions 
and accumulations and of securities pur 
chased therewith and of no other sums 

( e ) The fund shall be vested m two or more 
trustees* or in the Official Trustee, under 


* Inserted by the Ind an Income-tax (Amendment) Vet 1931 (IV pf 1531} 


26 , 27 . 




64 


61 Any assessee, who is entitled or required to attend 
tppeirone« by before any income ta\ authority m 

authorised ropresenta , . v , J , 

tive connection with any proceedings, under 

this Act, may attend either m person or by any person 
authorised by him in writing m this behalf 

B2 A receipt shall be given foi anj money paid or 
Receipts to bo given recovered under this Act 


63 ( 1 ) A notice or requisition under this Act may bs 
served on the person therein named 
either b} post or, as if it were a 
summons issued by a Court, under the Code of Civil Pro v 0 
cedure, 1908 


Ser\ ic© of notices 


(2) Any such notice or requisition may, m the case of 
a firm or a Hindu undivided family, be addressed to any 
member of the firm or to the manager, or any adult male 
member of the family *and, in the case of any other asto 
ciation of individuals he addressed to the principal officer 
thereof 

61 ( 1 } Where an assessee carries on business at any 
„ place, he shall be assessed by the In 

ace o assessment conje Officer of the area m which 

that place is situate or, where the business is carried oa 
m more places than one, b} the Income tax Officer of the 
area in which his principal place of business is situate 
{2) In all othei cases an assessee shall be assessed by 
the Income tnV Officer of the area in which he resides 

(3) Where any question arises under this section as to 
the place of assessment, such question shall be determined 
by the Commissioner, or, where the question is between 
places m more provinces than one, by the Commissioners 
concerned, or, if they are not in agreement, by the Central 
Board of Revenue 

Provided that, before any such question is determined 
the assessee shall ha\ e had an opportunity of representing 
his views 

3. ( 4 ) Notwithstanding anything contained m this sec- 

tion, every Income tax Officer shall have all the powers con- 
fei red by oi under this Act on an Income tax Officer in res- 
pect of any income profits or gains accruing, or arising 
or received within the area for which he is appointed 


•Amended by the Indian Income tat (Amendment) Act, 1924 (\r of 1924) 
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65. Every person deducting retaining or paying any 
tax in pursuance of this Act in respect 
indemnity. 0 j* j nconie belonging to another person 
is hereby indemnified for the deduction, retention or pay- 
ment thereof. 


66. {1) If, in the course of any assessment under this 
statement of .... Act ° r proceeding in connection 

by commit i oner to therewith other than a proceeding 
nigh court. under Chapter VIII, a question of law 

arises, the Commissioner inav, cither on his own motion 
or on reference from any Income-tax authority sub- 
ordinate to him, draw up a statement of the case and 
refer it with his own opinion thereon to the High 
Court. 


(2) * Within sixty days of the date on which he is served 
with notice of an order tinder section SI or section 82 t or 
of an order under section S3 enhancing an assessment or 
otherwise 'prejudicial to him \ or of a decision by a Board 
of Referees under section 33-A , the assessee in respect of 
whom the order for decision was passed may, by applica- 
tion accompanied by a fee of one hundred rupees or such 
lesser sum as may be prescribed, require the Commissioner 
to refer to the High Court any question of law arising 
out of such order f or decision, and the Commissioner 
shall, within *sixty days of the receipt of such applica- 
tion, draw up a statement of the case and refer it with 
his own opinion thereon to the High Court : 

t Provided that a reference shall lie from an order 
under section 33 only on a question of law arising out of 
that order itself , and not on a question of, law arising out 
of a previous order under section 31 or section 32, revised 
by the order under section 33 : 

Provided further that if in exercise of his power of 
revision § under section 33, the Commissioner decides 
the question f or if the Commissioner rejects the appli- 
cation on the ground that it is time barred or otherwise 

* Amended by the Indian Income-tax (Second Amendment) Act, 1930 (XXII 
of 1930) 

+ Inserted by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1933). 

* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI 
of 1930). 

§ Amended by the Indian Income-tax (Amendment) Act, 1928 (III 
of 1928). 
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»of the registrar, and the Commissioner shall dispose of 
the case accordingly, or, if the case arose on a refeience 
from any Income-tax; authority subordinate to him, shall 
forward a copy of such judgment to such authority who 
shall dispose of the case conformably to such judgment 

(6) Where a reference is made to the High Court on 
the application of an assessee, the costs shall be m the dis- 
cretion of the Court 

(7) Notwithstanding that a reference has been made p, 115 . 
under this section to the High Court, income tax shall be 
payable in accordance with the assessment made in the 

case 

Provided that, if the amount of an assessment is re 
dnced as a result of such lefcrence, the amount oierpaul 
shall be refunded with such interest as the Commissioner 
maj allow 

*(7/1 ) Section 5 of the Indian Limitation Act, 1908 ioos. 
shall apply to an application to the High Court by an 
a*se<tsec under sub section (3) or sub section (5/1) 

t(S) Tor the pui poses of this section “the High Court” 
means — 

(a) in relation to the Noith West Frontier Pro 
-wncc and Butish Baluchistan, the High 
Court of Judicature at Lahoic, 

(fc) in relation to the prouncc of Ajmer Mcrwara, 
the High Court of Judicature at Allahabad, 
and 

(c) in relation tc the prouncc of Coorg, the High 
Court of Judicature at Madras 

166 A (1) When am cn c e has been referred to the P. 139, 
lUferfnc* to t« High Court mulct section OG it «lnll 140. 
'ho«ri ix i «f be heard b\ a Bench of not lev-, than two 
•well to Judges of the High Court and in res- 

00 - *tn lrm C unr,| pu.t of sucll C'l'-C tllC prOUslOHS of sec 

tion OS of the Code of Ciul Procedure, 190* <=ball, \ of mi 

ir^ortrd^ lv tl e ind sn Ih-o-tetas <J \r-rrd~ir-t) 15S5 

t In rrtod lv tlo Inlian Ifn -i Is* { 1726 (\\I\ 

of irt>i 


r 2 



so far as may be, apply notwithstanding anything con- 
tained in the Letteis Patent of any High Court estab- 
lished by Letters Patent or m any other law for the time 
being m force 

(2) An appeal shall he to His Majesty in Council 
fiom any judgment of the High Court delivered on a, 
reference made under section 66 m any case which the 
H 2 gh Court certifies to be a fit one for appeal to His 
Majesty m Council 

{$) The provisions of the Code of Civil Procedure, 
1908, relating to appeals to His Majesty m Council shall, 
so far as may be, apply m the case of appeals under this 
section m like manner as they apply m the case of appeals 
from decrees of a High Court 

Provided that nothing m this sub-section shall be- 
deemed to affect the provisions of sub section (5) or sub- 
section (7) of section 66 

Provided, further, that the High Court may, on peti- 
tion made for the execution of the order of His Majesty 
in Council in respect of any costs awarded thereby, 
transmit the order for execution to any Court subordinate* 
to the High Court 

(.4) Where the judgment of the High Court is varied 
or reversed in appeal under this section, effect shall bo gn en 
to the order of His Majesty m Council m the Manner pro- 
vided in sub sections (5) and (7) of section 66 in the case 
of a judgment of the High Court 

(5) Nothing in this section shall be deemed — 

(a) to bar the full and unqualified exercise of His 

Majesty’s pleasure in receiving or rejecting 
appeals to His Majesty in Council, oi other 
wise howsoever, or 

( b ) to interfere with any rules made b> the Judicial 

Committee of the Privy Council, and for thc- 
timc being m force, for the presentation of 
appeals to His Majesty in Council, or their 
conduct before the said Judicial Committee 

67. No suit shall be brought in an} Civ ll Court to set 
iw*»r mm* mem* aside or modifv any assessment made 
Cou « under this Act, and no prosecution, suit 

or other proceeding shall lie against am Government. 
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•officer for anything in good faith done or intended to be 
done under this Act. 

*G7-A. In computing the period of limitation pres* P.140, 
compute t>n oi enbed for an appeal under this Act or 
tw'cm. of limitation* f or an application under section CO, the 
day on which the order complained of made, and the 
time requisite for obtaining a cop\ of such order, shall be 
excluded. 

|G8 


Extract from the Indian Finance det, 1034* 


1 ( 2 ) This Act may bo called the Indian Finance Act, 

1934 

*•••** 

5. (2) Income-tax for the year beginning on tho 1st 

— — J-.. ion I ol.oll 1.0 nftowro. I 

Page SO — 

Iq 10th. 12th, 14th, 20th, 35th, 38th nntl 45th linos front tho ten for l 
*1035’ nbsUtute ‘1030’ nnd m 33rd nnd 47th linen for * 1030 ’ substitute 
* 1037 ’nnd in the 18th nnd 23rd linen for tho word ' sixth ’eubshtute' twelfth * 

(Correction 1.1* t No !) > 

\») A ms lines ui eujnji-utA. iui tnu jcai o.» 

the 1st day of April, 1034, shall for the purposes of sec* 

>22 tion 55 of the Indian Income-tax Act, 1022, bo those 
specified in Part II of the Second Schedule, increased in 
each case by one-fourth of the amount of the rnto. 

(5) For the purposes of the Second Schedule "total 
income” means total income as determined for tho pur* 
poses of income-tax or 6upcr-tax, as tho case may bo, in 
accordance with the provisions of tho Indian Income-tax 
> 22 . Act, 1922 

(4) For the purpose of assessing and collecting income- 
tax on total incomes of less than two thousand rupees 
022 the Indian Income-tax Act, 1922, shall bo deemed to bo 
subject to the adaptions set out in Part III of tho Second 
Schedule. 

• Inserted by the Indian Income tax (Second Amendment) Act, 10JQ 
(XXII of 1930) 

t Repealed bj the Repealing Act, 1927 (XII of 1027), 



SCHEDULE XI 
[See section 5 1 
Part I 


Rates of Income-tax 


A In tlie ca«e of every individual, Hindu undivided family, unregistered 
firm and other association of individuals not being a registered firm or a 
company — 

Rate 

(1) V hen the total income 19 Rs J,000 or upwards but 

is less than Rs 1 500 Two pies in the 

rupee 


(2) When tho total income is Rs 1,500 or upwards, but 
is less than Ra 2,000 , 


(3) \\ hen the total income is Rs 2,0 (K 
is less than Ra 5,000 

p age 70 — 

Delete the entries A (1) and A (2) and 
7), (8), (0) and (10) as (I), (2), (3), (4), (6), 


V. upwards, but 
CSv \ 

rds,but 
.wards. 


Four pies in the 
rupee 


Six pies in the 
rupee 

Ivino pies in the- 
rupee 

One anna m the 
rupoe 


R 


(0) When the total income is Rs J5 0C0 or upwards, 
but is less than Rs 20,000 


Ono anna and 
four pies in the 
rupee. 


(7) \\ hen the total income is Ra 20,000 or upwards 
but is less than Ra 30,000 


(8) When the total income is Ra 30 000 or upwards, 
but is less than Rs 40,000 


(0) VI hen the total income is Rs 40,000 or upwards, 
but is less than Rs 1,00,000 


(10) \\ hen the total income is Ra 1,00,000 or upwards 


One anna and 
nev en pies in the 
rupee 

Ono onn» and 
elev en pies in 
tho rupe* 

Two annas and 
one pie In the 
rupee 

Two annas and 
two pie* * n the 
rupee 


In the case of every compony and registered 
whatever its total tocomo 


firm. 

Two annas nod 
two pi^a tn the 
rupee 


Purr II. 

Dales of Super tax. 

In respect of the excess over thirty thousand rupees of total incume— 

(1) in the case of ever} company — Rat* 

(n) in repret of the fr*t twenty thousand rupees of 

s if h excess • • • *' '* 

(M for every rune* of the remainder of such Oxcr«i . On* anna In the 

' ' ‘ run** 
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(2) (a) in the ease of every Hindu undivided family — 


(i) in re’pect of the first forty five thousand rupees of Rate 

euch excess ....... Nd 

(it) for every rupee of the next twenty five thousand 

rupees of such excess ..... Ono anna and 

three pies in the 
rupee 


(61 m the caso of every individual, unregistered firm 
and other association of individuals not being a 
registered firm or a company— 

(t) for every rupee of the first twenty thousand 

rupees of such excess ..... Nine pies in the 

rupee 

(u) for every rupee of the next fifty thousand 

rupees of such excess . . - One anna and 

three pies in. 
tho mpre 

(e) in the case of every individual Hindu undivided 
family, unregistered firm and other association of 
individuals not being a registered firm or a company — 

(t) for every rupee of the next fifty thousand 

rupees of such excess One anna and 

nine pies in the 
rupee 

(ti) for every rupee of the next fifty thousand 

rupees of such excess . . • Two annas and 

three pies in the 
rupee 

(m) for every rupee of the next fifty thousand 

rupees of such excess ... . Two annas and 

nine pies in 
the rupee 

(tv) for every rupee of the next fifty thousand 

rupoes of such excess . . . Three annas and 

three pies in the 
rupee. 

(r) for every rupee of the next fifty thousand 

rupees of such excess ..... Throe annas and 

nine pies in the 
rupee 

(ct) for every rupee of the next fifty thousand 

rupees of such excess ..... Four annas and 

three pies in the 
rupee. 

(ti») for every rupee of the next fifty thousand Four annas and 
rupees of such excess ..... nine pies in the 

rupee 

(nit) for every rupee of the next fifty thousand 

rupees of such excess ... . Five annas and 

three pies in the 
rupee 

(tx) for every rupee of the next fifty thousand 

rupees of such excess ..... Fi\e annas and 

nine pies tn the 
rupee 

(x) for ev«rv rupee of the re m ai n der of euch excess Six annas and 

three pies in the 
rupee 
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Part III 


Adaptations of the Indian Income-tax Act, 1322, to pro 
vide for the summary assessments of income-tax on 
total incomes of less than Rs 2,000 

I The Income-tax Officer may , save where he has 
served a notice under sub section (2) of section 22 of the 
Indian Income tax Act, 1922, make a summary assessment 
0 * the income of an assessee to the best of his judgment, 
and shall serve on the assessee a notice of demand m a 
form to be prescribed by the CeDtral Board of Bevenue, 
and such notice shall be deemed to be a notice of demand 
under section 29 of that Act \ _ 

Pag* 12— \ 

Delete tho whole page. jn such summaiy 

In thirty days of 
vi toe notice of demaua, make an application 
to the Income-tax Officer for the cancellation or revision 
of the assessment, and the Income tax-Officer shall, after 
examining any accounts and documents and hearing any 
evidence which the assessee may produce, and such other 
evidence as the Income tax Officer may require, determine, 
by older m writing, the amount of the tax, if any, payable 
by the assessee, and such determination shall be final 

Piovided that, if any assessee making such application 
files therewith a return of his income under sub section 
{2) of section 22 of the Indian Income tax Act, 1922, the 
application shall bo deemed to be a retuin under that sub- 
section and sliall be dealt with accordingly 

3 A copy of an order under paragraph 2 shall be 
sen cd on the assessee to whom it relates and shall be 
deemed to bo a notice of demand under section 29 of the 
Indian Income tax Act, 1922 

4 The ahoie procedure shall apply also to tho assess- 
ment and collection during the financial year 1934 35 of 
incomes of Bs 1,000 and upward and less than Its 2,000 
which It. ii e escaped assessment in the financial yeai 
1933 34 
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ACT III OF 1926. 


An kct to determine the liability of certain Govern- 
ments to taxation in Bpitish India in respect of 

TRADING OPERATIONS 

Whereas it is expedient to determine the liability to 
taxation for the time being in force in British India of 
the Government of any part of His Majesty’s dominions, 
exclusive of British India m respect of any trade or 
business carried on by or on behalf of such Government, 
It is herebv enacted as follows — 


1. (2) This Act may be called the Government Trading 
short ntie and Taxation Act, 1926 

commencement 

( 2 ) It shall come into force on such date* as the 
Governor-General in Council maj, by notification in the 
Gazette of India, appoint 

2. (2) Wheie a tiade or business of am kind is 

carried on b\ or on behalf of the 
g comment s f ccrta E Government of an} part of His 
taxation in respect 0 f Majesty’s Dominions, exclusive of 
tro mg operations British India, that Government shall, 

m respect of the trade or business and of all operations 
connected therewith, all piopcrty occupied in British 
India and all goods owned in British India for the pur- 
poses thereof, and all income arising in connection there- 
with, be liable 

(a) to taxation under the Indian Income-tax Act, 
1922, in the same manner and to the same 
extent as in the like ca«c a company would be 
liable, 

(h) to all other taxation for the time being m force m 
British India in the same manner as in the 
like ca«c an} other person would be liable 


*Tb« Act cirit into force with effect from the l*t AprJ, 19C5. 
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(2) For the purposes of the levy and collection of' 
income-tax under the Indian Income-tax Act, 1922, in- 
accordance with the provisions of sub-section ( 1 ), any 
Government to which that sub-section applies shall be 
deemed to be a company within the meaning of that Act, 
and the provisions of that Act shall apply accordingly. 

(S) In this section the expression “His Majesty’s 
Dominions’’ includes any territory which is under His 
Majesty’s protection or in respect of which a mandate- 
is being exercised by the Government of any part of His- 
Majesty’s Dominions. 
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PART II. 
RULES. 
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R. 1- 


BOARD OF INLAND REVENUE 
Notification No 3 1 T , dated the 1st April 1922 as 
subsequently amended 

In exercise of the powers conferred by section 59 of the 
Indian Income tax Act, 1922 (XI of 1922), the Board 
of Inland Revenue has made the following rules, name 
ly — 

1 These rules may be called the Indian Income tax 
Rules, 1922 

2 Any firm constituted under an instrument of part- 
nership specifying the individual shares of the partners 
may, for the pui poses of clause (14) of section 2 of the 
Indian Income tax Act, 1922 (hereinafter m these rules 
referred to as the Act), register with the Income tax 
Officer the particulars contained m the said instrument on 
application in this behalf made by the partners or by any 
of them 

Such application shall be made — 

(o) before the income of the firm is assessed for any 
year under section 23 or 

(h) it no part of the income of the firm has been 
assessed for anv jear under section 23, before 
the income of the firm is assessed under section 
34 or 

(c) with the permission of the Assistant Commis- 
sioner hearing an appeal under section 30, 
before the assessment is confirmed, reduced, 
enhanced or annulled, or, if the Assistant 
Commissioner sets aside the assessment and 
directs the Income tax Officer to make a fresh 
assessment, before such fresh assessment is 
made 

3 The application referred to m rule 2 shall be made 
in the form annexed to this rule and shall be accompanied 
bv the original instrument of partnership under which the 
firm is constituted together with a copj thereof; provided 
that if the Income tax Officer is satisfied that for «wne 
sufficient reason the original instrument cannot conveni- 
ently be produced, he mat accept a copy of it certified m 
writing by one of the partners to be a correct cop_v , and in 
such a cacc the applicatio 1 «hall be accompanied by a 
duplicate copy 
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.FORM J. 


Form of application for registration of a film under 
section £ (14) of the Indian Income-tax A ct, 1922 


To 


The Income-tax Officer, 

Dated 19 . 

I/we beg to apply for the regis- 

tration of my/ our lirm under section 2 (H) of the Indian 
Income-tax Act, 1922 

2 The original/A certified copy of the mstrnr.ent of 
partnership under which the firm is constituted specif) mg 
the individual shares of the partners together u ith a copy/ 
duplicate copy is enclosed The pie'cuberi puticulais 
are given below 

3 I/we do hereby certify that the profits of the cm rent 
yeai will be actually divided or credited in accordance 
with the shares shown in this p.irtneiship deed 

Signature 

A dil ices 


Name of the 

Name and [ partners in the 
Address | firm with the 
of the | share of each 
hrm in the bus ness 


I Date if any on 
Date o > which i which the instru 
instrument of | ment of partner 
partnership was ship was last reg s 
executed tered in the 

Ineome tax Officer s 
, offict 


Remarks 


79 R. 3-7] 

I /we do hereby certify that the 

information gi\en above is coirect 

Signature^) 

4. (7) On the production of the original instrument of 
’partnership or on the acceptance by the Income-tax 
Officer of a certified copy thereof, the Income-tax Officer 
shall enter in writing at the foot of the instrument or 
-copy, as the case may be, the following certificate, name- 
ly — 

“This instrument of partnership (or this certified 
copy of an instrument of partneiship) has this 
day been registered with me, the Income-tax 
Officer, foi m the province of 

under clause ( 14 ) of section 2 of 
the Indian Income-tax Act, 1922 This cer- 
tificate of resignation has effect from the 
da\ of April 19 up to the 31st day 
t of March 19 

(2) The certificate shall be signed and dated bj the 
Income-tax Officer who shall thereupon return to the 
Applicant the instrument of paitnerslup or the certified 
/copy thereof, as the case may be, and shall retain the copy 
•or duplicate copy thereof 

5 The certificate of registration granted under rule 4 
tshall have effect from the date of registration 

6 A certificate of registration granted under rule 4 
shall have effect up to the end of the financial jear in 
which it is gi anted but shall be renewed by the Income-tax 
Officer from jear to rear on application made to him m 
that behalf and accompanied by a certificate signed bj one 
*of the partners of the firm that the constitution of the 
firm as specified m the instrument of partnership remains 
unaltered Such application shall be made within the 
•time and subject to the conditions, if any, which are 
specified in clause (a), clause ( b ), or clause (c), as the case 
may be, of rule 2 

7. Under section 9 (7) (n) of the Act, the sum to be P. 46. 
Alloued in icspect of collection charges shall not exceed 
*G per cent of the annual mine of the property 
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P • 46. 8. An allowance under section 10 (8) (vi) n 

respect of depreciation of buildings, macluj. 
furniture shall be made in accordance with 
statement : — 


CIas9of buddings, moclnnory, plnnt or furniture ' Bate. I F 


1. Btuldinga*— » j 

fl) Punt clam substantial buildings of j 
selected materials I 

(2) Buildings or less substantial construction 

(3) Purely temporary erections such as] 
wooden structures 


Percent* 
age on 
primP 
cost- 


5 

V) 


*Doul 

may * 

buildi 

inr 1 

cause 

tenorr 


2. Machinery, Plant or Furniturof — 
General rate . 


Bates sanctioned for special industries — 
Flour Mills, Rico Mills, Bone Mills, Sugar 


mum Factories, Electrical Engineering 
Works. J To tor Car Repairing Works, Gal- 


and 

paper 


5 tTbc . 
eleetr 
given ’ 
adopted, 
option 

( portion 
macbn * 


7 ‘ 


uuus< h, mint »*oik» using until} niiiis, I 
plant mid machinery used for the maim 
f actum of wire and u iri nalln. 

Boning and Knitting tnicliiuiN employed 
in hosier) fnetorb*. (*umptnin< t< m. 
Typewrit* ra plant mul in minus lien , 
witli hriek ninnufaetiire, tilemuking ( 
inn* lilnnry, plant mid linn him ij iimi i 
lit the iiiAIIIIik tumid Mg< la Ido j-le e, optim! 
iiuieliiiK rv, jrln»i f»i lorn * Teh phi mi < mu* 
imiile*. Milieu a ml Quarrlea, 'liilmuill 
fieri i ik j i lo nl, mm i« b»pll«dri\ <ng inn* linn* 
plant nr mn.lilinij ti«id hi the iiiuniitai 
tiirtmimke, inailiiiiM) u»i din tin iiirtiui* 

1 m (inti uf mm tetepipi • 

Hewing Mu* 1 } , bi*"h | t * ant user leather i . 
Motor »*<• 1 «»Un for itt» pm in «e of 

IiiisWm. 


10 
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✓ 


Class of budding*, machinery, plant or furniture 

1 1 Rato 

Remarks 

5 Electric Tramways— Permanent Way— 

Percent 
age on 
prune 

I cost 

1 


(«) Not exceeding 50 000 car m,Jea per 
... tnde or track per annum 
(0 1 Exceeding GO 000 and not exceeding J 
Jd 000 car miles per mile of track per 
annum y j 

(c) Exceeding 75 000 and not exceeding 
1,-5 000 car miles por mile o/ tract. J 
per annum [ 

1 0i , 

r# 

s}\ 


Cats— cor tracts cnrbod.es eleelneal eou-D- 1 
m"nt and motors H v 1 

General plant idach nery and tools j 

7 

5 1 


0 Mineral Od concerns — • 1 




NOlihJUATlON 


Income Tax 

JPaqe82-— Dtlht, the 11th April 1036 

a irJ e ° try — Mineral OU concerns ” for I 
A/i to be charged to revenue ” xvbstilule the jfoJj 

" ft) Below ground . , . 


•previously published ns required Dy bud 8tx«.ou 
(4) o£ the said section, namely — 

In the statement set forth m rule B ol the 
toid Rules, in the entry relating to "G Mineral 
Oil concerns" for tho item— 

"(l) Below ground— AH to bo charged to 
revenue" the following item shall ho 
substituted, namely ~— 

"(1) Below ground 100" 


BAM NATH, 

Aecond Sarv Control Rflnr/l 


fa# Slriuu 
(ft) Sail or tug 
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S-A Allowances under section II ( 2 ) (,%) of the Act in 
respect of depiecintion of buildings, nnchmeri, plant or 
fmnitme shall be m aefoidance with the l.ites'pieseiibed 
in the statement attached to rule 8, and in icspect of 
apparatus, appliances or othei capital assets not colored 
by that statement, the allowance shall be at the rate of ."> 
per cent pet annum on the pume cost 


9 For the purpose of obtaining an allowance foi de- 
preciation under pioviso (a) to section 10 (2) (n) of the 
Act the asscssce shall furnish paiticulais to the Income- 
ta\ Officer m the following form — 


I 


D^vription 
of bu Idmgs 
mach>nerj, 
plant or 
furntturo 


! t Cnpitnlefpcndi 

Orptnoli tare during tfio 
cost | j ear for a ill 
I tions, nltera 
tioru improxo 
nientA nmi 
extensions 


| Particulars i 
j (including j 

( ' original cost, / 

' depreciation j 

nllotred and j 

Date from xnluo realised | 

winch b> sale of rernp • 
used for xflluejofob* lefc 
tfio mflchbierr plant 

purp sea or fumilun a \l«| remark* 

of the of discarded 
Liusiins duru g tl o \rnr 

with dnt * on 
\rbirli first 
broach t into us* 
an 1 sold or 
I dMcardcd | 



I declare that to the bet of mi inform i- 

tion and lielief the huildi ng-. m ichineri p! ml and fun..- 
Uirc described in column 1 of the alioic statement nere the 
propertj of during the jiar ended 

and that the particulars entered in the state 
ment are correct nnd complete 


Plner Signature 


Uni' 


Prnanfttinn 
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9 A Tor the purpose of obtaining an allowance for 
depreciation under section 11 (2) (n) of the Act, the 
nsecssec ‘dnll furnish particulars to the Income tax 
Officer in the form included in rule 9, entering in columns 
1 and 4 references not onh to buildings, machinery , plant 
or furniture but also to apparatus, appliances and other 
capital assets 


CENTRAL BOARD OF REVENUE 


NOTIFICATION 


[dance with the provi- 
| be paid bv the pe/son 
! of the Government of 
lection is made in the 
Ilf ot Government, and 
I such deduction in all 


Nimbi, the 3rd October If >6 
*o 39 — In exercise of the powers conferred 


Officer mav, m special 
o \ssistant Commis- 


section 59 of the Indian Income tax Act 
>2 (XI of 1922), the Central Boird or >mpan> public body or 
venue directs that the following further 
endment shall be made m the Ind an Income 
Rules, 1922, the same ha\ ing been prcviousl* 

Wished as required by sub section (4) of the 
d st < t on, namely — 

in rule 11 of the said Rules, for the wonN 
The person concerned shall on rcceiv ing from 

• Income tax Officer the neccssarj chnhn for 

• amount of tax which is to be credited pa\ 

it amount to the credit of the Government of remittm 0 the ^amount 
In 1j remitting it into the Government 
pasurv or Branch of the Reserve Bank of 
Im or of the Imperial Bank of India iLib*- 
lovving shall be substituted namelj — 

• Tin person concerned shall also paj the 
omit of tax so deducted to the credit of the 
v eminent of India within one week frijm the 
late of such deduction by remitting iC'into the 1 
Government Treasury, or a branch of the! 

Ueserv e B ink of India or -of the I ~ v *" ’ r 11 alcula- 

[»t Indn accompanied by a chalai . under 

T b ?V , "!S 1 . bIan1 ' T'nm " h i cL „ ■ uie M UK) usbessee out 

plied bv the Income tax Officer for the purpose [ . , ,, , , , 

Provided that on receipt of the above mentioned! 016111, ra ^ e 

statement the Income tax Officer mav, if soP’encv in respect of the 
cxpresslv requested and if satisfied that thereSan Civil Service Fund 
is sufficient ground for the request himself liavejjg 1S payable 
the necessary clialan prepared and forwarded to* 1 ‘ * ‘ 
the person concerned, who shall thereupon pav 
the amount to the credit of the Government of 
India in the manner above described ” 


to pa) the income tax 
1 June 15th, September 
5th 

•geable under the head P. 
nade bv or on behalf of 
salary shall pay to the 


d or to such officer as 
vitli a statement show- 
. whose salary the tax 
which the salary has 
i salary, the deduction 
remia, and the amount 
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12 In the case of income chaigeable under the head 
‘Intcicst on securities,' where the deduction is not made 
bv or on behalf of Government, the person responsible for 
paving the interest shall pav to the cicdit of the Govern- 
ment of India b\ remitting the amount to the Income ta\ 
Officer concerned or to such officer as he inav dncct with 
a statement showing the following paiticular* — 

(0 Description of secunties 
* (*i) Numbers of securities 
(hi) Dates of secunties 
(tv) Amounts of securities 
(r) Period for which interest is diavvn 
( ri ) Amount of intercut, and 
(mi) Amount of tax 

12- A (i) llic person making deductions in accoi dance 
with sub sections (0A), (3B), (SC 1 ) and '3D) of Section IS, 
shall send to the Income ti\ Oflitcr within a week from 
the date of such deduction a statement showing tin name 
of the non resident person on whose behalf the 1 i\ has 
been deducted, the amount of ta\ deducted the amount of 
intcicst or the gross and net amount of di\ idem! (w jth the 
basis of comput ition of the gross amount) in ie*pcct of 
which the deduction has been made, the pound for which 
the interest or the dividend his been paid and the dite of 
pav incut of the interest or deed irnt ion of the dividend, as 
the case ma\ lie 

(n) On receipt of tins statement, the Jimmie ta\ Officer 
shill, without del iv Mipph to the person coniarmd n 
dial in m tripln ttc for the purpo e of pumg the deduc- 
tions into the (Jovermmnt TrnMirv or Hramh of the 
I nipt ml II ink of Indi i 

(ill) Within one wetk from the d it* of ns't ipt or the 
dial in the ]> r »n inn! mg the didmtion di dl pi' tl ** 
amount inijm tton IomkIi lieu rnim nt 1 ri iMirv or Hrvn h 
of l* «• Imperial H ink of Indii as the ln<tmn t iv Ofh u 
rnv dinxi 
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(1) This 
number also 
appears in 
tho interest 
sages on the 
back of tho 
Securities. 

(*) Name of 
Security. 


13. The certificate to be furnished under section 18 (0) P. 78. 
of the Act by any person paying interest chargeable to 
income-tax on any security of the Government of India or 
of a local Government shall be in the following form : — 

Draft No. Q) 

Certified that Its. being income- 

tax at the rate of pies per rupee has been deducted by 
draft of this date from Rs. being the 

amount of interest for Rs 

on ( 2 ) 1 for Rs. standing in the 

name of for Rs. 

193 . 


Superintendent or Principal Officer. 
To be signed by claimant 

I hereby declare that the securities on which interest 
as above specified has been received were my own property 
and were m the possession of 

at the time when income-tax was deducted. 

Signature 

Date 


( V> 0 — The securities to be produced when required in support of any claim ) 

13 A The ccitificatc (*) to be furnished under section p. 78. 
18 (9) of the Act by the person paying any interest on 
debentures or other securities for money issued bt’ or on 
behalf of a local authority or a company shall be in the 
following form — 

Name of Local Authority/ Company. 

Address. 

To (?) 

Name and address of payee O 

(1| In the case of bearer delenturea or bonds a certifeate under aect oa 18 
{$) shall only be giren if the recipient of the in'errst declares the name and 
addrrM^of the real owner of the aecunty at the tune cf ircciricg the interest. 

(2) Name and addre-s of the owner of aecunty should be giTro fce*e In 
the ca*e cf l-earrr debentures or bo-'ds, these parU-nlara are to be giren as 
declared 1 J the payee coreerued 

PJ To lx completed only m the case of bearer dfbentnres or lends. 
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SS 


I/We hereby certify that Rs. being income-tax 

at the rate of pies per rupee has been deducted from 
Rs. being the amount of interest at the rate of per 
cent, per annum due (■) on debentures Nos. 

of Rs. each of the f) and that it has been or 

will, within the prescribed period, be paid by me/ns to 
the Government of India at 

Superintendent, Public Debt Office, 
or Principal Officer or Managing Agents. 


193 . 

(To be signed by claimant.) 

I hereby declare that the securities on which interest 
as above specified has been received, were my own property 
and were in the possession of at the timo 

when income-tax was deducted. 


Signature 

Date 

(.V./? — The *<'cnnti» , s to l>e produced when required In eupport of any claim ) 

13-13. The certificate to be furnished under scction lS 
(9) of the Act by the person paying any interest not being 
“interest on securities'* shall be in the following form : — 

Name of person paying interest — 

Address : — 

To. 

Xnme and address of payee. 

I /Wc hereby certify that Rupees 
I>eing income-tax at the rate of 
pics per rupee and Rupees 

being FHper-tnx at the rates applicable have been deducted 

PI Tit d»'* c-i which It'/fM'. it [itil 

p) litre »rUr tht tact cf tl * l-wa| cr O * cc'-j-a-y. 
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fiotn Rupees being the amount of 

interest pud on at tlic rate of 

pei cent per annum for the period (1) 
computed on tlic amount of Rupees (2) 

Signature of person paying interest 
(1) Here specif) the period for which interest has 

L- r-:,,, iirniinWlWan 

After role 13 13 ol tb, ,a J , >n "' 1,,Ch mterCSt haS bee “ 

lowing rule shall be ic«ctcd rir* t _ 

13 C The ccrti«icue to 1 - ^ * - . irmshcd by the principal P. 82. 

section 18 (Oj 0 » p'e \c\\x xy* - n 20 shall be in the follow- 
paying anv din-Vni c~ *»-.-** * 7 ,-. 
tered m the 1‘c‘c-rr It -v f * j„, 
shall be in tl e Wlcanv f~— — 

Name of person pri"» d \ 

Address — 

T e of Company) 


Name of pavee 

I hereb) certifv that R, 
mcometnx at tbc rate 0 , 
oas been deducted from P< 
stnount of dmdend at the 
per annum due (1) on 

>TOhr sW ^ 

scribed period be paid b* I* 

Government of Indm a ? b * ® 1 ^ w " 


U. ; 

V’ r /, 

ft p t 


Gort*n^» 
I’eHrve It ml. c » 


itd-a 


(To bo signed b T c l a „„^. ( 

dtv,d h enaV»S r ‘ ,hal ‘W. c: 

wera “y oten propert“f!!? ta! ^ ’ 
sion of 1 p \ ere j a th«* 

time wtieu income tax v aa dM^ 

Signature 

Date 

‘3 Payable 6 8peeif y date 0 a vhi»h . 

s «cond s ecy > ' AT R, 

** te Mral Bow of } 


ress of Company) 


nd figmes or, if the certi- 
i woids stating that the 
? next multiple of Rs 50 
ly) , being 

a words and figures) 

/ the period from 

ig on the 

shares m this Company, 


i 

it not. 
bare* 
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BO 


registered dunng tie said period/on (Date) in the 

name of This dividend was declared 

at the (’) nit Ltmg held on the ( 2 ) 


193 

I^lVe hereby certify th.it income ta\ on the entne/ 
such part as is liable to be charged to Indian Income tax 
of the profits and gams of the Company, of which this 
dividend forms a part, has been, or will be duly paid by 
me/us to the Government of India 

Signature 

Office 

(To be signed by the claimant ) 

I hereby certify that the dividend above mentioned 
relates to shares which were tnv own property at the time 
when the dividend was declared/during the period from 
to /on (Date) and were in the posses- 

sion of 


Signature 

Date 


15 The returns for Government office) s under section 
21 of the Act shall be prepared and submitted to the 
Income tax Officer by — 

(a) Civil Audit Officers for all gazetted officers and 
other 4 ; who draw their p*u from audit oiiiecs 
on separate bill 4 ;, find also foi all pensioner* 
who draw their pension* from audit office* 

(») Hero upecsfv natnWr and nature o* meeting 
(*) line* enter d»'e 


01 


[K. 15-16. 

(6) Treasury officeis foi all gazetted officeis and 
others who draw then pay from treasuries on 
sepai ate bills without countersignature, and 
also for all pensioners who diaw their pensions 
fiom treasuries 

(c) Heads of Civil or Military ofiices for all non- 

gazetted ollcers whose pa\ is drawn on estab 
lishment bills or on bills countersigned by the 
head of office 

(d) Toiest disbursing officers and Public Works 

Department disbursing officers in cases where 
direct payment fiom treasuries is not made, 
for themselves and their establishments 

(e) Head postmasters for (*) themselves, their gazetted 

subordinates and the establishments of which 
the establishment pav bills are prepared by 
them and («) gazetted supervising and control- 
ling officers of whose headquaitcrs post ofhee 
the) are in charge, Head Record Clerks, 
Railway Mail Sen ice, for themselves and all 
the staff whose pa) is drawn in their estab- 
lishment pay bills, the Disbursing Officers it* 
the case of_the Administrative and the Audit 

" -offices. — — 

I»l clause (c) of rule 1 > of tht '*ud I»ulc», 
for the words, brackets and figuru, and (») 
gazetted supervising and controlling officer', ol 
whose headquarters post office tlie\ are in 
charge ”, the following shall be substituted 
nameh — 

‘ (n) gazetted supervising and controlling 
officers of who^e headquarters pOot 
office thej are in clmge and (m> 
pensioners drawing tl eir pensions 
through post office^ ” 

RAM NATH, 


1G The minimum income under tluj head “Salaries'' p. £ 
referred to m section 21 (a), shall be Rs U.000 per annum 
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n. 1 7 T!l , e return to be delivered to the Income tax 
Officer under section 21 of the Act shall be m the following 
iorm — ° 



I certify that the above statement contains a complete 
list of the total amounts paid by to all 

persons who were receiving income on the 31st day of 
Mai ch 19 at the rate of 1^*3,000 per annum, or have 
received during the year ended on that day not loss than 
Its 2,000 in respect of salaiv, wages, annuity, pension, 
gratuity, fees, commission, perquisites, or profits m lieu 
of or m addition to salary or wages, and that all the parti- 
culars stated are correct' ^ h % ? 


? 


Signature of person by uhom 
ike return is delivered 


'Date 
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18 (1) The return of total income of companies ic- p. 8 
quired under section 22 (1) shall be in the following form 
and shall be accompanied b} a copj of the profit and loss 
account refeued to therein — 

Total income of the company 

Income profits or gin* as per profit nn I loss account for the jear 
on led 19 

Ail — ■ \n\ amount l n bit<*d in tho accounts in respect of — 

1 n«5cr\o for bad debts 

2 Sums earr cd to reseno for pro\ idcnt or other funds 

3 Fxp'm I tun of tho nature of chant? or presents 

4 Fxpcn 1 turo of tho nature of capital 

5 Income tax or Super tax 

f Rental value of property own" 1 and occup ed 
" Cost of ad l tions to or alteration extensions impros emonts 
of onv of tho assets of tho business 
8 Interest on rcser\o or other funds 
•) Do ses susta ned in former years 

10 Lo ses recovcrablo un ler an insuranco or contract of m 

d mn tv 

1 1 Depreciation of any of tho assets of the compan> 

12 Exp> ns s not inc im.d solely for tho purposo of oarnint; tho 

profits 


Total Rs 


Deduct — tny profits or income included m tho accounts on account 
of — 

(а) Interest 'net amount) onsecuntios taxed at Bourco 

(б) Interest on secunties tax froo 

(c) D vidends (net amount) from companies taxed in British 
InJ a 

•(d) Other items already taxod at source (specify details) 
Balance Rs 


If the company owns any property not occupied for 
the purposes of the business, a statement in the form 
prescribed in Schedule A to rule ID should be attached 
with particulars of the credit and debit on account of such 
property entered in the accounts 


Declaration 


I, the [Secretary, 

etc , (see section 2 { 12 ) of the Act)] of the 

(name of Company) declare that the 
information against each head m this return is correctly 
given as shown in the books of the Compam as also m the 

•Not* — If any other deduction is to be claimed, please grre psrtiealars 
thereof m » separate letter to be forwarded with the return 
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Notf 2 — "Interest on securities" means the interest on promissory notes 
or bonds issued by the Government of India or a local Government, or the 
interest on debentures or other securities for money issued bj or on behalf 
of a local authority or companj 'Where income tax has been deducted from 
the interest, or where the interest has been paid income tar free, the amount 
of tax so deducted or paid should be added to the amount of interest actually 
received, and the gross amount so armed at should le entered m column 2 of 
the statement The term “interest on securities” does not include interest on 
fixed deposits or mortgages or othei loans, which have to bo shown under 
heading 8 

The interest on securities of the Government of India or of local Goa era 
ments declared to he income tax free should be shown under head 3 Those 
which are not declared to be income tax free should be included under thi3 
head 

Entries under this head must be supported by the certificate issued by tho 
person or Company paying the interest under section 18 (9) of tho Act 

Note 3 — (a) The income tax payable on tho interest receivable on a security 
of a Local Government issued income tax free is payable by the local Government 
and not by the holder of the security. 

(t) Only the interest on securities of the Government of India or of a local 
Government declared to bo income tax freo should he entered against this head. 
Such interest will not bo charged to income tax but it must bo included in the 
statement of total incomo in order to ascertain tho ralo of income tax chargeable 
on other income It u chargtallt to super tax 

(e) Particulars of any interest on securities issued by other authorities and 
stated to bo free of income tax should be entered against head 2, as income tax 
on such interest is actually paid by theso authorities on behalf of the recipients 
N'ote 4 —Tho tax is pa} able under this head in respect of tho bond fid • 
annual value of any buildings or lands appurtenant thereto of which you nro 
the owner, other than such portions of such buildings and lands as you may 
occupy for the purposo of jour business 
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Xott 5 — (<i) flTwre aou keep jour recount* on the mercantile accountancy 
or book profits system, you must Hie return in the following form • — 

Income, profit* or gains from business, trade, commerce. 

R<! 


Income, profits or gams as per Profit and Loss Account for the jear 
ended 19 

Adi — %nv amount d biti»d m tho occounts m respect of — 

1 Reserve for bad d"bts 

2 S ims earned to res rv e for prov ident or other funds 
3. Exp^n 1 ttiro of tho nature of chantj or presents 

4 Expenditure of tho nature of capital 

5 Income tax or Super tax 

C Drawings or salary of proprietor, drawings of partners and 
ealarj of partners . 

7 Rental \ alue of property owned and occupied 

8 Cost of adittions to, o alterations, extensions, improvo 

m"nts of nnj of the assets of tho business 

9 Intcix«t on the proprietors or partners capital including 

interest on r serve or other funds 

10 Lo ses sustained in former j ears 

11 Lo «c» recoverable und r an insurance or contract of in 

d inmtj 

12 D prociation of any of tho assets of tho business 

13 Priv vte or personal expenses and expenses not incurred 

sol lv for tho purposo of earning tho profits 


Total 


Deduet — Any profits include 1 in the account already charged to Indian 
income tax and tho interest on securities of the Govern 
ment of India or of Local Governments declared to be 
ineomo tax free 


Balancf 


Signature of the person making the return 

Date 

State here amount of sahry paid to a jartner and not added back on the 
ground that it is not an appropriation of profit Its 

(t) Where you do not k»ep jour accounts on the mercantile accountancy or 
book profits system but on a cash liasis jou mu«t file a statement showing 
how you arriv“ at the taxable profits i e , showing del tils of the gross receipts 
and of the expenditure jou piopo«e to *ct against those receipts specifying 
separately salary paid to partners and deducted from gross receipts as not being 
an appropriation of profit No deductions are permissible on account of — 

(i) Property owned and occupied by the owner of a business for the 

purposes of a business, 

(ii) Additions to or alterations, extensions or improvements of any of 

the assets of the business, 

(n ) Interest on the capital of the proprietors or partners of the business, 
(it) Bj. 1 debts not actually written off in the accounts; 

(v) Losses sustained in previous years, 

(n) Reserves of any kind 

(ni) Sums paid on account of the income tax or super tax or any tax 
levied by a lo al authority other than local rates or municipal 
taxes in respect of the portion of the premises nstd for the pur 
pose of (he business, 

H 
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(rm) Any exp“nditure of the nature of chanty or a present; 

(ix) Any expenditure of th“ nature of capital; 

(z) Any lo«s recoverable trader on insurance or a contract of indemnity; 
(zi) Depreciation of any bind other than that «peci£ei in the Act; 

(xn) Drawing* or *ilan of proprietor drain" >s of partners and salary 
of partners if it he an appropriation of profits 
(xin) Fmate or per*onaI expen*es of the a»sessee; 

(zir) any expenditure of any bind which is not incurred rolcly for the 
purpose of earning the profits 


(2) To the Notes appended to the Statement 
of total income, the following Note shall be 
added, namely : — 

“ i Sole 10. — (a) Under Ilead 9-A you should 
enter «.o much of the income of your wife or 
minor child as arose directly or indirectly — 

(») from the membership of your wife in 
a firm of which you are a partner ; 


br expenditure in year hoots, 
peraissills for the purpose of 

howir* th- inns charged in 

t (-■) 

computed after r*ahtng allow, 
ire of capital cxpenditnre) in. 
or vocation, provided that no 
: al expenses Profemoral fees 
within British India or not) 


(t«) from the admission of your minor 
child to the benefits of partnership 
in a firm of which you ore a partner ; 
(in) from any assets transferred by you 
directly or indirectly to your wife 
othernise than for adequate consi- 
deration or in connection with an 
agreement to lite apart ; and 
(if) from any assets transferred by you 
directly or indirectly to your jninor 
child, not being a married daughter, 
(b) Under this head you should also enter so 
much of the income of any association of indi- 
\idunls consisting of yourself and your wife as 
arises from any assets transferred by you to 
such association 


i of companies is pud l v th* 
•harcholdcrs represent the ret 
1 the company has been paid. 
!e statement The proportionate 

ncotne is less than the rate of 
an) at the tine of the derhra 
c company's certificate received 
)our diMdcnds from the com- 
other income instead of bating 

.paying Imd merino or local 
1 included under this head or 
}nces 

n only be mefe for in«ur-»'ice 
[ or on the life of jour wife, 
y on jour own life or on the 
n the ca«o c! nnv o*hrr form 
ded fimilies where deductions 
)/v*ct of irancr on t)r life 
e The origiral receipt or the 
t" prtmium was r 1 "' nu«t 


attache*] to the return 


. 100 . 


20. The Notice of Demand under section 20 skill lie in 
the following foim •— 


NOTICE Or DEMAND I'XDEU SECTION 20 OF TITE 
INCOME-TAX ACT, 1022 


To 

j. you hate hcen ns-ewed for the tear to income- 
tax amounting to ID [in addition to which a 

penalty of IN. Ins been impo oiP. as shown in 

the lopv of the .v--e«-mcnt form nit herewith. 
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2. You have also been assessed to super-tax amounting 
to Rs. 

3. You are required to pay the amount of Rs. 

on or before the to at 

when you will be granted a receipt. 

4. If you do not pay the tax on or before the date 
specified above, you will be liable to a penalty which may 
be as great as the tax due from you. 

5. If you are dissatisfied with your assessment you 
may present an appeal under sub-section (7) of section 30 
of the Indian Income-tax Act, 1922, to the Assistant 
Commissioner of Income-tax at 

within 30 days from the receipt of this notice, on a peti- 
tion duly stamped in the form prescribed under sub-sec- 
tion (5) of section 30 and veiified as hud down in that 
form. 

Or 

The assessment has been made under sub-section {h) of 
section 23 of the Indian Income-tax Act, 1922, because you 
failed to make a return of your income under section 22/ 
to comply with a notice under sub-section (1») of section 22/ 
to comply with a notice under sub-section ( 2 ) of section 23, 
and no appeal lies. But if you were prevented by suffi- 
cient cause from making the return or did not receive the 
notice(s) aforesaid, or had not a reasonable opportunity 
to comply, or weie prevented by sufficient cause from 
complying, with the terms of the notice(s), you may apply 
to me within one month from the receipt of this notice 
under section 27, to cancel the assessment and proceed 
to make a fresh assessment. 

G. The appropriate chalan should be sent along with 
the amount paid. Should you lose the chalans attached 
to this notice of demand, it will be necessary for you to 
apply to the Income-tax Officer for copies of fresh chalans. 

Dated 19 . 


Income-tax Officer. 

Place 

0TE —The superfluous worJa in paragraph 5 should be deleted. 

n 2 
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ASSESSMENT FORM. 

Assessment for 103 -103 x:\-nni Srcxios- , Act XI 
or 1022. 


District or Area. 


Name of asscsscc Number in General Index 

Address Number of miscellaneous record 


S nal 
Vo 

D'tailM aourc** of income 

Amount 

of 

incom". 

T ax 

d<vhi tM RemwlJ. 
at «ourw. 




[ n« 

i. 

' 

(mein pr<nul“nf 



1 

IV 1 

Vnuml «rro tion O'*' employ***** ! 
prrnil n»fnn l contribution) unJ r 
•M*-n5U(/) 



i 

l 

2 

on eerttnliei . . 




3 

Tf»p»fh 




4 

niuin^i 




•5 

rro r ~«i n» 





O'Wm 
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«■ i I n. * 

(r) D"!j tipn mi **t •'•e'icn 1? 

(rf) Amount of deductions nt sourr* from enlnn or 
inlrrwl on m inii« f r w| idi crr«Jit n pi rn 
tin Wflion mil 

(m) Al on nor » int ofd vi l<*nli(iit . 

p l*r n»p'») 

(Tin*) \l sterner ton account of income from a rrgutcrrd I 

firm (•< . P^prrnipocj ^ | 

(nr) Net amour t of income tax (wrrfunl) 

(rr) Amount ©f*iip»T tax I 

(rri) Fenaltr tin to eeetion 28 oration 23(2) 

(mi) To**l »nm para) !<* (or tobe rrfunded—dn figures 
at troll «' in words) 




Dated 


Serial 

IsO 
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Income-tax Office i 


Classification of demand 

Classification. Amount of tax 


Rs as 

1 Salaries— 

(a) Raid by Qo\ eminent 

(6) , a local authority 

(c) „ compantos other bod os and associations 

(I) , pri\ ato employers 

2 •Interest on securities — 

(n) on securities of the Gosemment of India 

(b) „ , Ixal Cox ernmonta j 

(c) on dsb9nturos and other securities of a local 

authority or company 

3 Income dom od from property 

4 , „ business i 

5 Prof ssionol eornings 1 

C Income dem ed from other sources 


Total 

Deduction on account of section 7 (i), 15 or 58F 
Deduction on account of section 17 

Total of refunds and rebates as in the classification cage 
below 

Penalty under section 25 12 ) 

„ 28 
Not demand (or refund) 


•Where tho result of an assessment is an al -dement the sum allowed as a 
refund or rebate should be entered m the classification cage below. 
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* Classification of refunds and relates. 

SoUrco"of income. Rate of rofund or robate Amount of ref and 

or robato 



» Item* (xi») aad (xiuj on pro pago and abatement, regarding >ecurttio«. 

Record of cash refunds. 

Date of i‘i«uo of 
notico of domand. 


Number of voucher 
Dato of a oucher 
Amount of refund 
Roaion for refund 

f Itolum. t Accounts 

N— Not nubmitted. N*»Not •ubmittol* 

Ap-SJbmittod and aeeopted A — Submitted an! accepted. 

R™ Submit ted. but o»*o ment not R»»Subm»t!cd I tit «■.« iment not 
ba*ed on at Lavd r n them. 

tNorfc*— Tor t!i« purpose of compiling Annual Return No. VII T* I« T. O*- 
ebolld intariaLIy (trike out the inapplicable eutrie*. 
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21. An appeal under section 30 shall, in the cn c c of nnP. 101. 
appeal .against n refusal of an Income tax Officer to make 
a frc«h n^cssincnt undo* rcctmn 27, he in form A, in the 
ca«e of an appeal against an order of an Income tax Ofliccr 
under c cction 23 (2) in Torm 0, in the ca«=c of an appeal 
against an order of an Income tax Officer under section 28 
in Form D, in the ca«c of an appeal ngnm^t a refusal of an 
Income tax Officer to register a firm under section 20 A 
m Form D 1 and in other ca<=cs in Form B 


Form A 

Vorri of appeal against an otder refusing to reopen an 
assessment under section 27 
To 

The Assistant Commissioner of 

The da\ of 19 

The petition of of post office, 

District sheweth as follows — 

1 Under the Indian Income tax Act, 1922, your peti- 
tioner has been assessed on the sum of Rs for 

the tear commencing the 1st da} of April 19 

2 Your petitioner was prevented bv sufficient cause 
from making the return required by section 22 or did not 
receive the notice issued under sub section (2) of section 22, 
or sub section (S’) of section 23 or had not a reasonable 
opportumtv to comph or was pi evented by sufficient cause 
from complv mg with the terms of ihe notice under sub- 
section (4) of section 22 or sub section (2) of section 23, as 
more particularly specified in the statement attached 

3 Your petitioner therefore presented a petition to 

the Income-tax Officer under section 27, requesting him to 
cancel the assessment This petition, the Income-tax 
Officer, bj his order dated of which a copy 

is attached, has rejected 

4 Your petitioner therefore requests that the order of 
the Income-tax Officer may be set aside and that he may 
be directed to make a fresh assessment in accordance with 
the law. 


Signed 
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Stytfment of facts 
form of verification 

U > the petitioner named m the 

abo\e petition, do declare that 'what is stated theicin and 
in the above statement of facts is tiue to the best of ray 
information and belief 

Signed 
Form B 

rorm of appeal against assessment to Income-tax 
To 

The Assistant Comnnssionei of 

The day of 19 . 

The petition of of post office, 

District sheweth as follows — 

1 Under the Indian Income tax Act, 1922, your peti- 
tioner has been assessed on the sum of Rs for 

the )eai commencing the 1st day of Apnl 19 The 
notice of demand attached heieto was seived upon him 
on 

2 Your petitioners income acciumg or arising or re- 

ceived or deemed undei the provisions of the Act to accrue 
or anse or to be received in Bntisli India foi the jear 
ending the day of 19 amounted to Rs 

3 Such income and profits actually accrued or arose or 

weie icceived during the peuod of months and 

dajs 

4 During the saul jear join petitionci had no other 
income or profits 

5 Youi petitionei has made a return of his income to 

the Income-tax Officer under section 22, 

sub section (2) of the Act and has complied with all the 
terms of the notice served on him b} the Income tax Officer 
undei section 23 (2) and/or [section 22 (4)] 

Your petitioner therefore pra}s that lie maj be assessed 
accordingly (or that he may be declared not to be charge- 
able under the Act) 

Signed 
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Grounds of appeal. 

Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


Form C. 

Form of appeal against an order under section 25 {2). 
To 

The Assistant Commissioner of Income-tax. 

The day of 10 . 

The petition of of post office, 

District shewetli as follows : — 

1. Under section 25 (2) of the Indian Income-tax Act, 

1922, a penalty of Rs has been imposed on your 

petitioner. The notice of demand attached hereto was 
served upon him on 

2. Your petitioner was prevented by sufficient cause as 
more particularly explained below from giving notice 
within the time prescribed by section 25 (2) to the Income- 
tax Officer of the discontinuance of his business, profession 
or vocation. 

3. Your petitioner therefore requests that the order of 
the Income-tax Officer imposing a penalty of Rs. 

upon your petitioner may be set aside. 

Signed 


Statement of facts. 

Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein and 
in the above statement of facts is true to the best of my 
information and belief. 


Signed 
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Torm of appeal against an older mulct section 2S 


To 

Tne Commissioner of Income tax/The Assistant Com- 
missioner of Income tax, 

The day of 19 

The petition of of post office, 

District, shcweth as follows — 

1 Under section 28 of the Indian Income tax Act, 

1922, a penalty of Rs has been imposed on jour 

petitioner bj the Income tax Officcr/Assistant Commis- 
sioner The notice of demand attached hereto was scried 
upon him on 

2 Your petitioner did not conceal the particulars of 
his income or deliberately- furnish inacciiiate particulars 
thereof but, as mil be seen fiom the statement of facts 
attached, returned it at its real amount to the best of his 
knowledge and belief 

3 Yout pctitionei thercfoic leqiiests that the order of 
the Income tax Officer/.Vssistant Commissioner imposing 
a pcnaltj of Rs upon loin pctitionei mai bo set aside 

Signed 


Stitemfxt or ficts 


Torn of rrnf ration 

]' the jxtilioner named ill the 

a | petitinn do di lire tint lilnt is stated therein is 
true to the la-t of im inform it ion and litluf 


Sign'd 
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Form of appeal against an order refusing to register a 
firm under section 26- A . 


To 


The Assistant Commissioner of 

The day of 19 . 

The petition of of post office. 

District sheweth as follows : — 

Under section 26-A of the Indian Income-tax Act, 
1922, your petitioner .applied to the 

Income-tax Officer 

for the registration of the firm 

By his order dated the 

a copy of which is herewith attached, the Income-tax 
Officer has refused to register the said firm. 

Your petitioner therefore requests that the order of 
the Income-tax Officer may be set aside and that he may be 
directed to register the firm. 


Signed 


Grounds of appeal. 

Form of r rrification. 

I, , the petitioner, named in the atovo 

petition do hereby declare that what is stated therein is 
true to the best of my information and belief. 


S : gncd 
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21-A An appeal under section SO A shall be m the 
following form — - 

F orm of appeal against an order refusing to grant a refund 
under Section 48, 48 A or 49 

To 

The Assistant Commissioner of 

The day of 19 

The petition of of 

post office, District sbeweth as follows — 

Your petitionei applied to the Income tax Officer for a 
refund under section 48/4S A/49 of the Indian Income- 
tax Act, 1922, of Rs The Income tax Officer 

has by his order dated the of which a copy is 

attached 

Your petitioner theiefore lequests that the order of the 
Income tax Officer may be set aside and the refund ashed 
for may be granted 


Signed 

Grounds of appeal 
Form of verification 

I, , the petitioner named in the aboro 

petition do declare that what is stated therein is true to 
the best of my information and belief 

Signed 

22 An appeal under section 32 (2) shall in tho case 
of an appeal against an oidei of an Assistant Commis- 
sioner under section 28 be in To nn D attached to Ittilo 21 
and in other cases in form E 


rojoctedihe application 

granted a ref und ef only Ks 
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Form E 
To 

The Commissioner of Income tax, 

The day of 19 

The petition of sheweth as follows — 

1 Under section 31 (?) of the Indian Income tax Act, 

1922, the Assistant Commissioner of has 

increased the tax payable bj jour petitioner from Rs 

to Rs 

2 Your petitioner prajs that the enhancement may be 

set aside or reduced to Rs for the reasons stated 

belou 

Signed 


Grounds of appeal 
rorm of verification 

I, the petitioner, named in the 

above petition, do declare that %\hat is stated therein is 
true to the best of m\ information and belief 

Signed 

22 A An appeal to the Commissioner for a reference 
to a Board of Referees shall, m cases falling under sub- 
section (I) of section 23 A, be in form F, and, m cases 
falling under sub section (£) of section 23-A, be in Torm 
G 


Form T 
To 

The Commissioner of Income tax. 

The daj of 19 

The petition of sheweth as follows — 

1 The Income tax Officer of , with 

the previous approval of the Assistant Commissioner of 
has passed an order dated 

of which a cop) is attached under sub section ( 1 ) of section 
23 A of the’ Indian Income tax Act, 1922, that the sum 
pa) able as income tax bj the firm /association 
known as 
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shall not be determined and that the shale of jour peti- 
tioner in the profits and gams of the said firm/associa- 
tion shall be included in his total income for the purpose 
of assessment, and a notice of the said order has been 
served upon youi petitioner on the daj of 

2 Your petitioner, being aggrieved, for the reasons 
stated below, by the older of the Income tax Officer, 
prajs that the said order may be set aside 

Signed 

Grounds or appeal 
roim of verification 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief 

Signed 


Torm G 
To 

The Commissioner of Income tax, 

The da) of 19 

The petition of sheweth as follows — 

1 The Income tax Officer of , with the 

previous appioval of the Assistant Commissioner of 
lias passed an ordet dated 

of which a copy is attached under sub section (2) of sec- 
tion 23-A of the Indian Income tax Act, 1922, that the 
sum payable as income tax by the company known ns the 
shall not be determined and that ti e 
proportionate share of \ our petitioner in the profits and 
gains of the said company shall be included m Ins total 
income fot the purpose of assessment, and a notice of the 
said order lias been sened upon join petitioner on the 
day of 

2 Your petitioner being nggiieitd, for the reasons 
set out below, In the oulei of the Income tax Officer, 
prays that the said order may be set aside 

Signed 



Ill 


[ K. 22-23. 


Grounds of aitevl 
rorm of verification 

I, the petitioner mmed in the 

abo\c petition do declare tint what is stated therein is 
true to the best of m) mfoimation and belief 
Signed 

23 (1) In the ca c c ol income domed in part from P. 2. 
agriculture and in j art from business an asses cc shall 
be entitled to deduct fiom such income the marl ct \alue 
of anj agricultunl produce m«ed In him or retoned 
b) him as lent in 1 md ninth lie has utilired as raw 
mateinl foi the purposes of his 1 usiness or the sale 
receipts of ninth aie included in the accounts of his 
business The balance of quh income shall be deemed 
to be income domed from the business and no further 
deduction shill In made thtrcfiom in respect of am 
c\pcndittno in. mud h\ the iss t cc as a cultnator or 
icccncr of rent in I md 

(2) lor the pm pots of sub rule (/) marl ct tabic 'P.2, 
shall be deemed to l>c — 

(a) Whcic aguculttinl product is ongnnlh «oM 
in the mailct in its raw c tate, or after an 
plication to it of am proce s ordunrm 
emploted b\ a cultn itor or rmiur of lint 
m I md to it rider it fit to be tal on to i nrl i 1 
thi \alm t lb nlate 1 attonlin^ to tl t aun.i* 
ptm it wlmli it his Im t n *• ild durirg 
tin Mir pren ms to tint in \ Inch tl «. 

i s l mi nt is m i h 

(?) when igiKulturil ]>n bin is in* rrbrarilx 
«oM m tie mi t* m its raw •>* i*t t*i 
a „n .. itt of — 

(1) tin i \ j n s of t ti T t ti t o i 
(.) ♦’ « 1 md n m i < *• ii ' p n ! ft r l* - i •* 
m win 1 t w i *- w i 1 
( ») s) h i ii* e t' Ji t s i *■ 

fi 1 1 n r n _ rd t > ill t 4 

slat x ij h t-s,* t> n 

nas P er'u f p f 'i t - - 
j n>b v in ( t. 

pnxl-'e 
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24 Income denied fiom the sale of tea giown and 
manufactured bv the seller in British India shall bo 
computed as if it were income denied fiom business, and 
40 per cent of such income shall be deemed to be income, 
piofits and gains liable to tax: 

Provided that in computing such income an allowance 
shall be made m respect of the cost of planting bushes in 
replacement of bushes that have died oi become pei ma- 
rten tl) useless m an aiea ahead} planted, unless such 
area has previouslj been abandoned 

25 In the case of Life Assurance Companies mcor 
poiated in British India whose profits are periodically 
ascertained by actuarial valuation, the income, profits 
and gams of the Life Assurance Business shall be the 
average annual net profits disclosed b} the last preceding 
valuation, piovided that an\ deductions made from the 
gloss income m arriving at the actuarial valuation -which 
are not admissible for the purpose of income tax assess- 
ment, and an} Indian income tax deducted from or paid 
on income denved from investments before such income 
is received, shall be added to Ihe net profits disclosed by 
the valuation 

2G Rule 23 shall applv also to the determination of 
the income, profits and gains derived fiom the annuity 
and capital redemption business of life assuiancc com 
panics the profits of winch can be ascertained fiom the 
results of an actuarial valuation 

27 If the Indian income tax deducted from interest 
on the investments of a comparn exceeds the tax on tlio 
income profits and gain 1 ; thus calculated a refund ma} 
be permitted of the amount bv which the deduction from 
intei cst on investments exceeds the tax pa} able on suta 
income, profits and gams 

23 In the ta^e of other cities of insurance busmens 
(fire, marine motor car, burglarv, etc) of a coinpan.* 
incorporated m Bi ltish India the income profits or gains 
shall be deteimmcd m accord mcc with the provisions of 
the Act subject to the allowance specified in the rule next 
following 

2 n If in the ordinarv accounts of anv insurance busi- 
ness other than Life Assurance. Annin tv or Capital 
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"Redemption Busmen earned on b\ an Insurance Com 
p m\ im imouiit is actualU charged against the leceipts 
foi the sole pmpo«e of forming a icsene to meet out 
standing liabilities oi nncxpncd iish m lcspect of policies 
•which ha\c been issued (including risk of exceptional 
losses) and is not used foi am othei pm pose such amount 
mail be tieatcd as expendituie inclined sold} foi the 
purpo c e of earning the piofits of the business 

30 Vm amount eithci wntten oft in the accounts oi p § -±Qi t 
through the Vctuanal Valuation Balance Sheet to meet 
depreciation of oi lo«s on securities oi othei assets or 
which is earned to a lescne fund formed foi that sole pur 

pose and not used foi am othei pm pose ma\ be treated 
as expendituie inclined soleh foi the pui pose of earning 
the profits of the business Vn\ sums til en credit for m 
the accounts or Vctuarnl V dilation Balance Sheet on 
account of appieciation of oi gains on the securities oi 
' othei as ets shall be deemed to be income cliaigeable V 
tax subject alwa\s to deduction of such portion thereci 
as has been othcrwi e tilen into iccount in calculating 
the income piofits oi gams 

31 The income profits and gains of companies cairj p f 
mg on Diuding Societ\ or Assessment business shall be 
taken at 15 per cent of the premium income in the pre 
wous \car and in the case of non resident companies at 
15 per cent of the Indian premium income in the preuous 

3 ear 

32 Notwithstanding an) thing contained in rules 25 P. 141. 
to 31 the total income however of an insurance company 
canning on more than one class of business shall be deter 
mined by its aggiegute income from all classes of bust 
nesses 

33 In an> case in which the Income tax Officer is of P. 111. 
opinion that the actual amount of the income profits or 
gams accruing or arising to an) person residing out oi 
British India whether dnectl) or mdirectl) through o»* 

from any business connection m British India cannot be 
ascei tamed the amount of such income profits or gams 
for the purposes of assessment to income tax mu be cal 
culated on such peicentage of the turnoier so accruing or 


114 


E. 33-36.] 

arising as the Income tax Officer may consider to be rea- 
sonable, or on an amount which bears the same proportion 
to the total profits of the business of such person (such 
profits being computed m accordance with the piovisions 
of the Indian Income tax Act) as the receipts so accruing 
or arising bear to the total receipts of the business, or m 
such other manner as the Income tax Officer may deem, 
suitable 

34 The profits derived from any business carried on 
m the manner referred to in section 42 (£) of the Act may 
be determined for the purposes of assessment to income- 
tax according to the pieceding rule 

35 The total income of the Indian branches of non- 
resident msuiance companies (Life Marine, Fire, Ac- 
cident, Burglary, Fidelity Guarantee, etc ), m the absence 
of more reliable data may be deemed to be the proportion ' 
of the total income, piofits or gams, of the companies, 
corresponding to the proportion which their Indian 
premium income beais to their total premium income 
For the purpose of this rule, the total income, profits or 
gains of non-iesidcnt Life Assurance Companies whose 
piofits aio periodically ascertained bj aetuaiial valuation 
shall bo computed in the same manner as is prescubed in 
mle 23 for the computation of income profits and gams 
of Life Assuiancc Companies incorporated in British 
India 

30 In the case of a person icsident m British India, 
an application for a lefund of income tax under section 
48 of the Act shall be made in the following form — 

A ppltcation for refund of income tax 

I, , of 

do hereby state tint m\ total income computed in accord- 
ance with section 10 of the Indian Income tax Act, XI of 
1022, ncciuing or arising or recencd in British India, or 
deemed under the Act to acciuc or arise or to be leccivcd 
in British India, dunng the year ending on the 31st 
Much 10 , amounted to Es only 
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I therefore pray for a refund of 


Rs 

under “Salaries” 


(Tha portion 
not require 
8hcul 1 ba 

Rs 

under “Securities” 


(cored out } 

Rs 

under “Dividends from companies” 


Rs 

under “Share of profits 

of the 


registered firm” 
I am a partner. 

known as 

of which 



Signature 


I herebj declare that I am resident in British India, 
and that what is stated m this application is correct 


Dated 19 


Signature 


30 A («) In the case of a person not resident in British p. UG. 
India, an application for a refund of income ta\ under 
section 48 of the Act shall be made in the following 
form — 


Application for refund of income tax 


I, , of 

residing at in (eountn) 

do herein state that im total income computed m accord- 
ance with section 4^ (4) of the Indian Income tax Act, 
1022, during the \ear ending on the 3lst March 39 
amounted to Rs onh, as per return enclosed 
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I therefore pray for a refund of 
rtltn Rs under “Salanes” 

0,reJ Rs undet “Securities” 

l > Rs under “Dividends fiom companies” 

Rs under “Sliiiie of piofits of the legis 

tered film” known as of which 

I am partner. 


Signature 

I hereby declare that I am a Butish subject (see 
note 2)/subject of State being a State in India I 
also declare that what is stated m this application is 
correct 

Bated 10 


Signature 


Sworn before me (Name) 

Designation Signature at on 



Kcte I— Tho ibo\e declaration flail bo sr orn (a) before a Justice of 
the Peace a Notary Public or Commissioner of Oatl s if tl o applicant for 
refund resides in any part of Hu Majo*tj s Dominions outside British India 
(£) before a Magistrate or other official of the State of a Political Officer 
if lo resides m a State m India (c) lefore a British Consul ifi ho resides 
elsewhere 

Note 2 — Brttish subject means a p**r«on 1 ho is a natural lorn British 
subject, or a j ernon to whom a certificate of natural zation ) is l eel 
granted 

(b) An application for such a lefund fiom a poison 
not resident m Bntisli India who lias made a similar ap- 
plication as a non-iesidcnt in the piccedmg jear shall, 
unless the Income tax. Officer dnects in any paiticular 
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case that the application be made in the form prescribed 
in sub rule (a), be made in the follownng form — 

Application for refund of income tax 

I, of residing at 

in (countn) do hcreb} state that my total 

income computed in accordance with section 48 (4) of the 
Indian Income-tax Act, 1922, during the jear ending on 
the 31st March 19 , amounted to Rs onl) , as per 

return enclosed 


I therefore piaj for a lefund of 

Rs 

under “Salaries” 

Rs 

under “Securities” 

Rs 

under ‘ Diwdcnds from companies” 

Rs 

under “Shaie of profits of the regis 

tered firm known ns of which 

I am a partnei 



Signature 

I heieby declare that I am a Bntish subject (see 
note) /subject of State being a State in India I 

also declare that what is stated m this application is 
eone^t and that I dnl\ applied foi a similar refund as 
a non resident last jeai 

Dated 19 


Signature 


Note — British suDject means a per«on who is a natural bom British 
subject or a per«on to whom a certificate of naturalization has been granted 

37 The application under rule 3G shall be accom- 
panied b} a return of total income in the form prescribed 
under section 22 unless the applicant has already made 
such a return to the Income-tax Officer 

37-A The application under Rule 3C-A shall be ac- 
companied b} a return of total income in the following 
form the details of Part I of which but. not the total may 


(Tbo portion 
not required 
should bo 
scored oat) 


P. 116. 
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be omitted if the person has already submitted a return 
under section 22 (£) for the same year 


Part I. 

Statement of total income accruing or arising or received 
in British India , or deemed under the Act to accrue 
or arise or to be received in British India, during 
the •previous year. 

1 2 3 

Amount of Tax 
profits or gams already 
Sources of income. or incomo charged 

durintr the on the 
previous year. Income- 


Rs. a. Rs. A 

1. Salaries (including wages, annuity, 

pension, gratuity, fees, com 
mission allowances, perqui- 
sites, indud'ng rent free quar- 
ters) or profits recened in heu 
of. or in addition to. salary or 
wages . (See Note 1 ) 

1-A. The contributions made by an 
employer to the account in a 
recognised providont fund of 
tho person making the return 
1-B. The intorost accruing to the 
account mentioned in 1 A which 
is not exempt from income tax 
[Section '58-r (2)3 - . . 

2. Intorest on securities (including 

debentures) already taxed. . (SeoNoto2) 

2. Interest qn securities of the Govern- 
ment of India or of Local Govern- 
ments declared to be income tax 
free ..... (See Note 3) 

4. Property as shown in detail i Schedule 

A .... (Seo Note 4) 

5 Business, trade, commerce, manu 

facture, or dealings in property, | 

shares or securities (details as in 

note 5) . (Seo Noto 5) 

C. Profession . . . (Seo Note 6) 

7. Dividends from companies . (Seo Note 7) 

8. Interest on mortgages, loans, fixed 

deposits, current accounts, etc » 
not being income from business 
U Ground rent 

10. Any source other than those men 
tioned above including any in- 
come earned in partnership with 
others . . . (See Note 8) 


Total 
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Part II 

Statement of total income , 'profits and gains in the pre- 
cious year , arising, accruing or received out of 
British India , which if arising - f accunng or received 
in British India, would he included m the computa- 
tion of total income under section 16 


TJarae of 
Country 


1 Safanes 


Sources of income 


Amount of 
profts or 
guns 
or ncome 
dur i g the 
prev jous year 


Its 


(See Note 10) 


2 Secunt es 

• 

3 Property 

4 Business 

5 Profession 


(See Note 11) 
(See Note l fl ) 
(See Note 13) 
(See Note 14) i 


C Dividends from compan es (SceNotolS) 


7 Interest on securities other than in 
item 2 above mortgages loans 
fixed deposits current accounts 
etc not being income from bus ness(Sec Note 16) 


8 Ground rent 


j Any source other than those men 
tioned above including anj income 
earned in partnersh pwlh others (See Note 17) 


Total 


Total as per Part I 
Total as per Part II 
Grand total 


'The figures for each country should be separately shown 
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be omitted if the person has already submitted a return 
under section 22 (2) for the same year : — 

Part I. 

Statement of total income accruing or arising or received- 
in British India , or deemed under the Act to accrue 
or arise or to he received in British India , during 
the previous year. 


Sources of income 


Amount of Tax 
( profits or gams already 
i or income charged 

j durincr the on the 

previous year income 


1 Salaries (including wages, annuity, 

pension, gratuity, fees, com ! 

mission, allowances, perqui 
sites, includ ng rent free qiiar 
ters) or profits received m heu I 

of. or in addition to salarj or 
wages (See Note 1) 

1-A. Tho contributions made by an 
employer to tho account in a 
recognised provident fund of 
the person making the return 
1-B. The interest accruing to the 
account mentioned in 1 A which 
is not exempt from mcoin” tax 
[Section 78 1 (2)] . . . 

2 Interest un securities (including 

debentures) already taxed . (See Note 2) 

-3 Interest qn securities of the Govern- 
ment of India or of Local Govern- 
ments declared to be income tax 
free .... (See Note 3) 

-4 Property as shown in detail l Schedule 

A . . (Se© Note 4) 

5 Business, trade, commerce, menu 

zacturo, or dealings in property, 
shares or securities (details os in 
note 5) . (See Note 5) 

6 Profession . (See Note 6) 

7 Dividends from companies (See Note 7) 

8 Interest on mortgages, loans, fixed 

deposits current accounts etc , 
not being income from business 
y Ground rent 

10 Any source other than those mon 
tinned abovo including any m 
come earned in partnership with 
others (^e® Note 8) 


Total 
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Part II. 

'Statement of total income, ‘profits and gains in the pre- 
vious year , arising, accruing or received out of 
British India, which if arising f accuring or received 
in British India, would be included in the computa- 
tion of total income under section 16 . 


■Name of 
Country. 


Sources of income 


Amount of 
profits or 
gams 
ormcome 
during the 

previous year 


Rs 


1 Salaries 

2 Secuntcs 

3 Proportv 

4 Business 

5. Profession 

* 

6 Dividends from compan es 


(See Note 1C) 
(Seo Noto 1 1) 
(See Note 12) 
(See Noto 13) 
(Soe Noto 14) 
(Seo Note 15) | 


7 Interest on securities other than in 
item 2 above, mortgages, loans 
fixed deposits, current accounts 
etc not being income from busmess(Sec Note 16) 


8 Ground rent 


j Any source other than those men 
tioned above including any income 
earned in partnership with others (See Noto 17) 

Total 


Total as per Part I . 
Total as per Part II 
Grand total 


'The figures for each country should be separately shown. 
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Income, •profits or gains from business, trade, commerce— contd 


R*J AS 

Add— Any amount dab i tod in the accounts m respect of — j 

9 Interest on the proprietor’s or partner s capital, including 
interest on reserve or other funds I 

10 Lottes sustained in former years 1 

11 Loises recoverable under an insurance or contract of in 

demnity I 

12 Dipreeiation of any of the assets of the bigness I 

13 Private or psraonal expenses and expenses not incurred j 

solely for the purpose of earning the profits . 


Tot vl 


Deduct — Any profits included m tne account already ehargodto Indian 
Income tax and theinterest on securities of the Go\ ern 
ment of India or of Local Governments declared to bo 
Income tax free 


Balance 


(S gnature of the person making the retain ) 


Dated 193 . 


(6) Where you do not keep your accounts in such a form you must file a 
•statement showing how you arnvo at the taxable profits, f e , showing details 
of the gross receipts and of the expenditure you propose to set against those 
receipts No deductions are permissible on account of — 


(i) Property owned »nd occupied by the owner of a business for the 
purposes of a business, 

(ti) Additions to, or alterations, extensions, or improvements of, any 
of the assets of the business, 

(hi) Interest on the capital of the proprietors or partners of ffio 
business , 

(ic) Bad debts not actually written oil in the accounts, 

(t) Losses sustained in previous years, 

(ti) Reserves of any kind, 

(cit) Sums paid on account of the Income tax or super tax or nny lax 
levied 1 y a local authority other than local rates or municipal 
taxes in respect of the portion of the premises used for the pur 
pose of the business, 

(tin) Any expenditure of the nature of chanty or a present, » 

(tx) Any expenditure of the nature of capital, 

(x) Any loss recoverable under an insurance or a contract of 
indemnity, 

(ti) Depreciation of nny kind other than that specified In the Aetj 
• (xii) Drawings or salaries of the proprietors or the partners, 


(xml Pm ate or j'ersnnal expenses of the sivi»«), ( 

(xir) \ny expenditure of anv kind winch it not incurred solelv for the 
purpose of earning the profit* 
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If jou haTc included any such sums in jour expenditure in jour books, 
you mint exclude them from the expenditure permissible for the purpose of 
mixing at jour taxable profits 

(c) \ou arc al«o required to attach a statement showing the sums charged 
in your accounts under the provisions of section 58 K (?) 

Note 6 — The income, profits or guns shall be computed after making 
tllowanec for anv expenditure (not being in the nature of Capital cspendi 
turc) incurred sclelj for the purpose of such profession cr v oration, provided 
that no allowance is made on account of any of your personal expenses 
Professional fees received by \ou in any part of India (whether within British 
India or not) must bo included by you m jour receipts 


Note 7 —Income tax chargeable on the profits of companies is paid by the 
companies so that the dividends received by shareholders represents the net 
•mount remaining after any income tax due by the company has been paid 
This amount should be entered in column 2 of the statement The propor 
tionatc tax will bo added in the Income tax office 

If the rate of tax applicable to jour total income is less than the rate of 
income tax applicable to the profits or gains of the company at tho time or 
the declaration of such dividends jou may, bv attaching the companj s certi 
ficatt received with the dividends have the excess collected on your dividends 
from the company set against the tax payable by you on yoar other income 
instead of having to apply separat ly for a refund 

Where a companv derives a part of its profits in British India and part 
outside British India such poition of its dividend as is payable out of pro 
fits taxable in British India should be shown in Part I under item 7 and the 
batance in Tart II under item 6 


Note 8 — Agricultural income from land not paying land revenue or local 
rates to an authority in British India should be included under this head or 
under income from business according to circumstances 


Not* 9 — Rebates in respect of insurance premia or of a contract for 
annuity cannot be allowed m connection with a claim for refund they can 
only be allowed in the course of an assessment 


Note 1ft — •'Under bead sWcdd be shown interest tm securities issued by 

deductions on account of income tax should be shown 


Note 11 — Under this head should be shown interest on securities issued by 
the Government of India or a Local Government or a local authority in India' 
on which interest is paid or pavable outside British India, and the interest 
on debentures of companies operating in India p3id or payable outside 
British India For this purpose Company 1 * means 1 a company as defined 
m the Indian Companies Act 1913 or formed in pursuance of an Act of 
Parliament or of Royal Charter or Letters Patent, or of an Act of the Legis- 
lature of a British possession and includes any foreign 'association carrying 
on business in British India whether incorporated or not, and whether its 
principal place of business is situate in British India or not, which the 
Central Board o! Revenue may, by general or special order, declare to be a 
company for the purposes of this Act 1 Interest on all other securities should 
be shown under item 7 — see Note 16 Interest should be shown 
gross if foreign tax is deducted therefrom after the a««essee receives the 
interest if the tax is deducted ai source, the net interest received should 
be shown 
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Note 12 — See instructions in Note 4 


Note 13 — The details should be given as explained in Note 5, but there 
will be no “deduct ' entrj on account of profits included in the amount 
already charged to Indian income tax and the interest on securities of the 
Got eminent of India or a Local Government in India declared to be income- 
tax free 


Note 14 —This «hould show professional fees received outside British 
India 


Note 15 — The figure to be shown here is the amount actuallj received by 
the shareholder irrespective of whether the dividends are declared free of tar 
or not 

"Where a company derives a part of its profits in British India and part 
outside British India, such portion of its dividend as is pajable out of pro- 
fits taxable in British India should be shown in Part I under item 7 and the 
balance m Part II under item 6 


Note 16 — This head will include inter aha interest on all securities other 
than those entered m item 2, see Note 11 Interest should be shown gross 
it foreign tax is deducted therefrom after the assessee receives the interest, 
if the tax is deducted at source, the net interest received should 
be shown 


Note 17 — Agricultural income from land and not included in Part I should 
be shown under this head 

38. Where the application under rule 36 or rule 36-A 
is made in respect of interest on securities or dividends 
from companies, the application shall be accompanied by 
the certificate prescribed under section 18 (9) or section 
20, as the case may be 

39 The application under rule 36 or rule 36 -a shall 
bo made as follows — > 

(a) If the applicant is resident m British India, to 

the Income-tax Officer of the District in 
which the applicant is chargeable directly" 
to income tax, or if he is not chargeable 
directly to the Income-tax Officer of the 
district in which he ordinarily resides; 

(b) If the applicant is resident outside British 

India, to the Income-tax Officer appointed 
by the Central Boa rtf of Revenue 
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40. An application for refund of income-tax under P. l2l 
■fee! ion 10 of the Act ‘•hall he made m the follow mg 
fonn . — 

Apjd'e^tinn for rrfirf from double income-tax under 
*rrtion J*> of th Indian I ncom* -tar Jet , 1922. 

T. of , do hcicln state 

tin! I Imp paid fluted Kingdom income ta\ and supci- 
ta\ an minting to C foi the veai ending 19 

on an im'ome of C and that Indian income ta\ /in- 
come t i\ and ‘•iijK.r t.i\ of IN 1* is also been paid 

on the ‘ une income inemne fiom the Mine snuue amount- 
ing to IN I line oht nned relief under the 

provision of section 27 ot the 1 ngli-li I mime Act 1920, 
at the rate of **ee attached ceitificate fiom the 

Inspc toi of Taxes I non pi.n foi a fuithcr telicf 

at the jate of amounting to IN under 

feet inn 19 of tlie Indian Imonu 1 1 \ \ct 1922 to which 
J a in entitled M\ iniome iiom all viimcs to which this 
Act applies during the pi< units u n ending on the 
39 unotumd t > JN 

onh — sc » Ketmn of imnme ittulied ilieuh submitted 

Signature 

I hueb\ declue tint \ 1 it is stated heiem is coircct 
Signature 

Dated 12 

41 Ihe application undci mle 3G oi iule 40 may be 
presented b} tfie applicant in peiaon oi through a duly 
authon/ed agent oi maj be sent b} post 

12 A retuin shall be furnished b} the puncipal officer 
of a Company undei section 19 A in respect of a dividend 
or aggiegate dividends if the amount thereof exceeds 
3Rs. 3,000. 

42- A A letuin shall be furnished by the person 
responsible for paying interest not being interest on secu- 
rities in respect of amounts of interest or aggregate 
intei cst exceeding Ks 1,000 

43 The return by the principal officer of a Company 
■undei section 19-A shall be m the following form and 
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shall be delivered to the Income-tax Officer who assesses 
the company : — 

Return under section 19-A of the Indian Income-tax A ct,. 
1922, for the year 1st April 19 31st March 19 ‘ . 
Name of Company 
Address of Company 

(1) Resident Shareholders/Non-Resident Share- 
holders. 






(2) Amount of 
dividends 

Serial 

number. 


Address 

Date of 

j 


Name of shareholder. | 

of 

shareholder. 

declaration 
of dividends. 

Net. 

| Grcss 

1 


1 

" 

3 

1 

5 

l 6 


1 

1 

1 


| 

n« 

| B». 


I, , the principal officer of the 

Company, hereby certify that the above statement con- 
tains a complete list of" the resident/Non-resident share- 
holders of the Company to whom a dividend or aggregate 
dividends exceeding Rs 5,000 was or were distributed in 
the period from the 1st April 19 to the 31st 
March 19 

Dated 19 

Signature 

i S<. pirate forms should be used for resident and nonresident 

shareholders 

Note 2 Whore dividends aro issued “free of income tax”, the figure to 

bo entered in column 5 is the sum actually pud, and the figure to be entered 
in column 6 is the npgregite of the sum so paid and the amount of income tax 
pnvnbtc by the Companj in respect of tho dividends 
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43- A The return under section 20- A shall be in the 
following form and shall Ixi delivered to the Income-tax 
Officer in whovc jurisdiction the person responsible for 
piunp interest resides — 


Return under 'return J0 .1 of the Indian Income-tax Act, 
JOJJ, for the near 1st .Ipni 19 to 31st March 
1 ** 


Xante of paver. 
Address of pa>cr 


I Amount 

i At! lrc«s Date of 

Srrinl 1 \*m' , ofj«w of of interest 

So paxi-T paxment or appro 

pato 

interest 



I herein certify tliat the above statement contains a 
complete list of persons to whom interest or aggregate 
interest exceeding Rs 1,000 was paid during the period 1st 
April 10 to 31st March 10 


Signature 


44 Omitted 
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•FINANCE DEPARTMENT (CENTS XL REVENUES) 
Notification No 9, dated the loth March, IPSO 

In exetcise of the pouets eonfeued bi Chapter IX A 
of the Indian Income tax Act, 1922 (XI ot 1922) 'the 
Governor Geneial m Council is pleased to make the 
following mles the same hating been pieitoiish published 
as lequued bi sub section ( 1 ) of section 5S L lead uith 
sub section (4) of section 59 of tile said Act — 

1 These luleo nm be called the Indian Income tax 
(Provident Funds Relief) Rules 

2 In these mles section means a section of the 
Indian Income tax Act 1922 (XI of 1922) 

3 The coat! ibutions made bi emploices .iftei the 
date of lecognition of a pioudent fund and the mteiest 
on the accumulated balances of such collti lbntious 'ball 
be vrliolh unested in secnuties of the mtmc specified 
m clause (a), (b), (c), (d) or (c) of section 20 of the Indian 
Tru«ts Act 1SS2 and pat able both m lespect of capital 
and of mteiest m British India 

4 (1) V itlidi vwils In imploiees shill not be allowed 
by the tiiistecs cvept on sjx ill guuinds m the tolloiwng 
circumstances or uuumstanics of a snmlnr natuie— 

(a) to pai expenses inciuied m connection nitb the 
illness of a subscribe! or a meinbei of Ills 
famih , 

(5) to pai for the passage oicr the sea of a 
sub ci iber or .am inenibei of lus fannla , 

(c) to pai txpcii'Cs m connection mth niarmces, 

tnnerils oi ceremonies which bi the religion 
of the subscriber it is incumbent upon lum 
to perform and in connection with which 
it is obligator' tbit cxpendituic should be 
incurred 

(d) to meet the expenditure on building or pur 

chasing a bou c e or a site for a house pio 
aided tint such bouse or site is assigned to 
tile trustees of the fund 
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(r) to ni\ premia on policies of insurance on the- 
life of the subscriber or of Ins wife prouded 
tint the polic\ is assigned to the trustees 
of the fund and tint the receipts granted 
l>\ the insurance compam for the premia 
are from time to time handed o\cr to the 
trustees for inspection b\ the Income tax 
Officer 

(?) Tor the purposes of sub nilc (/) ‘Tamil} ’ means 
am of the following persons who reside with and are 
wliolh dependent on the emplo\ee nameh — the 
cmploaee s wife legitimate children step children 
parents sisters and minor brothels 

(9) \o such withdrawal shall exceed (/) the pa} of the 
cmplcncc for three months or in the case of a withdrawal 
for the purpose specified m clause (<l) of sub rule ( 1 ) six 
montl s at the time when the ad\anec is granted or (2) the 
total of the accumulation of exempted contuhutvons and 
exempted inteicst cent uned in the balance to the ciedit 
of the empknee whichetei is less, 

(.4) A second withdrawal shall not be pcimitted until 
the sum first withdrawn has been full} repaid 

j (1) Where a withdrawal is allowed foi a puipose 
specified in clause ( d) or clause ( e ) of sub rule (1) of rule 4 
the amount Withdrawn need not be repaid 

(2) Where a withdrawal is allowed for any other pur 
pose the amount withdrawn shall be repaid in not more 
than twent} four equal monthly instalments and shall 
bear interest m accordance with rule 0 and no further 
withdrawal shall be permitted until repayment has been 
effected in full 

6 In respect of withdrawals which arc repaid in not 
more than 12 monthl} instalments, an additional instal 
raent of 4 per cent of the amount withdrawn shall be 
paid on account of interest, and in respect of withdrawals 
which are repaid in more than 12 monthly instalments 
two such instalments of 4 per cent of the amount with 
drawn shall be paid on account of interest 

Provided, however, that at the discretion of the 
Trustees of the Fund, interest may be reco\ered on the 
amount withdrawn or the balance thereof outstanding 
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•FINANCE DEPARTMENT (CENTRAL REVENUES; 

Notification No 9, dated the 15th March 1Q30 

In exeieise of the powers conferred In Chapter IN A 
of the Indian Income tax Act, 1022 (XI ot 3022) the 
Governor General in Council is pleased to make the 
following lules the same hating been pietioush published 
as lequned b\ sub section (7) of section 5S L lead with 
sub section (2) of section 39 of the said Act — 

1 These i tiles mat he called the Indian Income tat: 
(Provident Funds Relief) Rules 

2 In these iules ‘section” means a section of the 
Indian Income ta\ Act 1022 (XI of 1022) 

3 The contributions made b\ employees aftei the 
date of lecogmtion of a pioudent fund and the mteiest 
on the accumulated balances of such conti lbutions shall 
be tYhollj mtested in sectuities of the natme specified 
in clause (a), ( 6 ), (c), (<!) oi (r) of section 20 of the Indian 
Trusts Act, 18S2 and parable both m respect of capital 
and of mteiest m Bntish India 

4 (7) Vitlidi avals bt cniplotees shall not be allotted 
by the tiustees except on speuil gioumls in the following 
circumstances oi ciicimistanccs of a similar nature — 

(а) to pat e\pen c es incuired in connection with the 

illness of a subscribe! oi a meinbei of lus 
faniil; , 

(б) to pit for the passage over the sea of a 

subscriber or ant member of Ins faniilt , 

(c) to pat expenses m connection tilth nvuuages, 
funerals or ceremonies n Inch bt the relation 
of the subsci ibei it is incumbent upon him 
to perform and in connection with which 
it is obligator! tint expenditure should be 
incurred , 

(rf) to meet the expenditure on building or pur- 
chasing a house or a site for a house pro 
vided that such house oi site is assigned to 
the trustees of the fund , 
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(r) to pa\ premia on policies of insurance on the- 
life of the subscriber or of his wife provided 
tint the policv is assigned to the trustees 
of the fund and tint the receipts granted 
by the insurance comp am for the premia 
are from time to time handed over to the 
trustees for inspection b\ the Income-tax. 
Ofliccr 

(2) For the purposes of sub ttilc ( 7 ) ‘Tamil)” means 
am of the following persons who reside with and are 
wholh dependent on the emplovcc, mmeU — the 
cmplovee’s wife, legitimate children step children, 
parents sisters and minor brothers 

(5) Xo such withdrawal shall exceed (7) the pav of the 
emplovcc for three months or in the case of a withdrawal 
for the purpose specified in clause (rl) of sub rule (7) six 
months nt the time when the advance is granted oi (2) the 
total of the accumulation of exempted contnbutions and 
exempted intci *4 contained m the balance to the ciedit 
of the emplovce whichever is less 

(4) A second withdrawal shall not be peimittcd untit 
the sum first withdrawn has been full) repaid 

5 (7) Where a withdrawal is allowed fot a puipose 
specified m clause {d) or clause (e) of sub rule (I) of rule 4 
the amount withdrawn need not be lepaid 

( 2 ) Where a withdrawal is allowed for any other pur- 
pose the amount withdrawn shall be repaid m not more 
than twent) four equal monthly instalments and shall 
bear interest in accordance with rule G and no further 
withdrawal shall bo permitted until repajment has been 
effected m full 

G In respect of withdrawals which are repaid m not 
more than 12 monthl) instalments, an additional instal 
raent of 4 per cent of the amount withdrawn shall bo 
paid on account of interest, and in respect of withdrawals 
which are repaid in more than 12 monthly instalments 
two such instalments of 4 per cent of the amount with- 
drawn shall be paid on account of interest 

Provided, however, that at the discretion of the 
Trustees of the Tund, interest may be recovered on the 
amount withdrawn or the balance thereof outstanding 
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from time to time at 1 per cent, above the rate which is 
payable for the time being on the balance in the fund at 
the credit of the member. 

7. The employer shall deduct such instalments from 
the employee’s salary, and pay them to the Trustees. The 
deductions shall commence from the second monthly pay- 
ment made after the withdrawal or in the case of an em- 
ployee on leave without pay from the second monthly pay- 
ment made after his return to duty. 

8. In case of default of repayment of instalments 
under rules 6 and 7, the Commissioner of Income-tax mav 
at his discretion order that the amount of the withdrawal 
or the amount outstanding shall be added to the total in- 
come of the employee for the year in which the default 
occurs and the Income-tax Officer shall assess the employee 
accordingly. 

9. Notwithstanding anything contained in rules 4 to 
8, it shall be open to the trustees of a recognised provident 
fund to permit the withdrawal of ninety per cent, of the 
amount standing at the credit of an employee if the.em- 
ployee takes leave preparatory to retirement, provided 
that if he rejoins duty on the expiry of his leave he shall 
refund the amount drawn together with interest at the 
rate allowed by the fund. 

9-A. Where the accounts of a recognised provident 
fund are kept outside British India, certified copies of 
the accounts shall be supplied not later than the 15th 
June in each year to a local representative of the employer 
in British India : 

Provided that the Income-tax Officer may in any year 
appoint a date later than the 15th June as the date by 
which the certified copies shall be supplied 

10. (1) An application for recognition shall bo made 
by the employer maintaining the fund, for which recog- 
nition is sought and shall he accompanied by the follow- 
ing documents : — 

(n't the trust deed if any in original with one copy 
thereof, the latter to he retained by the 
Commissioner, and 
(5) the rules of the fund : ' 



131 


Provided that if the original of the trust deed cannot 
conveniently he produced, it shall be open to the Commis 
sioncr of Income tax to accept in lieu of the original a 
cop) certified either by a Magistrate or m any manner 
specified in rule 7 of the Indian Companies Rules, 1914, 
in which case an additional copj shall be furnished for 
retention by the Commissioner 

(2) The application shall lie submitted through t ho 
Income-tax Officer of the area in which the accounts of the 
funds are kept, or, if the accounts arc kept outside India, 
through the Income tax Officer of the area m which tho 
local headquarters of the employer are situate 

(S) The application shall contain the following in- 
formation — 

(a) Name of emplojer and address, his business, 

profession, etc , also Ins principal place of 
business 

(b) Number of employees subscribing to the fund — 
(t) in British India, 

(it) in Indian States, 

(lit) outside India 

(c) Place where the accounts of the fund are or 

will be maintained 

(d) If the fund is already in existence — 

(i) a copy of the last balance sheet of the fund, 
where such is maintained, 

(it) details of investments of the fund 

(4) A verification m the following form shall be 
annexed to the application. 

Form of Verification. 

We/ 1, the trustee (s) of the abovenamed fund, do 
declare that what is stated in the above application is 
true to the best of our information and belief, and that 
the documents sent herewith are the originals or true 
copies thereof. 


j 2 
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11 Wheie an emplojee of a company owns shares jn 
the company with a voting power exceeding ten per cent 
of the whole of such power the sum of the exempted con- 
tributions of the employee and employer to the lecognised 
provident fund maintained by the company shall not exceed 
Rs 250 in any month 

12 If an employee assigns or creates a charge upon 
his beneficial interest m a lecognised provident fund, the 
Income tax Officer shall, on the fact of the assignment or 
charge coming to his knowledge, give notice to the em 
plojee that if he does not secure the cancellation of the 
assignment oi charge within two months of the date of 
receipt of the notice the consideration received for such 
assignment or charge shall be deemed to he income recen 
ed bj him in the jear in which the fact became known to- 
the Income tax Officer and shall be assessed accord 
“gly 

13 If the Commissioner withdraws recognition from 
a lecognised provident fund, the balance to the credit of 
each employee at the end of the financial year prior to the 
date of the withdrawal of recognition shall be paid to him 
fiee of income tax and super tax at the time when such 
employee receives the accumulated balance due to him 
The remainder of the accumulated balance due to him 
shall be liable to income tax and super tax as if the fund 
had never been recognised 

14 Before withdrawing recognition, the Commis- 
sioner of Income tax shall give an opportunity to the 
employer and the trustees of the fund to show cause why 
lecognition should not be withdrawn 


ITNANCE DEPARTMENT (CENTRAL REVENUES) 

Notification No. 10, dated the 15th March, 1930 

In pursuance of sub section (X?) of section 58 T of the* 
Indian Income tax Act, 1922 (NI of 1922) the Governor 
Genet al in Council is pleased to fix six per cent as the- 
rate referred to in the *?aid sub section 
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CENTRAL BOARD Or REVENUE 

Notification No 12, dated the 15th March, 1930 


In exercise of the powers conferred by Chapter IX A 
and by section 59 of the Indian Income tax Act 1922 
(XI of 1922), the Central Board of Revenue is pleased to 
make the following rules, the same having been previously 
published as required by sub section ( 1 ) of section 58 L 
read with sub section (4) of section 59 of the said 
Act — 

1 These rules may be called the Indian Income tax 
(Provident Tunds Relief) (Central Board of Revenue) 
Rules 

2 In these rules “section” means a section of the 
Indian Income tax Act, 1922 (XI of 1922) 

3 An order according recognition to a provident 
fund shall take effect — 

( a ) in cases where the application for recognition 

has been received by the Commissioner of 
Income tax before the 31st May 1930 — on 
31st March 1930, 

(b) m other cases — on the last day of the month 

in which the order is made, or, at the request 
of the employer, on the last day of 
any later month m the same financial 
year 

4 An appeal under sub section (5) of section 58 B 
shall be in the following form and shall bo varified in the 
manner indicated therein — 

rorm of appeal against non recognition of a Provident 
Fund by a Commissioner of Income tax 


To 

The Central Board of Revenue 

The petition of employ er(s) 

earning on business, profession or at 

Your petitioner(s) applied to the Commissioner of 
Income tax under section 58 B of the Indian Income tax 
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Act, 1922, for the recognition of the provident fund main- 
tained by them (him) for the benefit of their (his) em- 
ployees. The Commissioner of Income-tax has refused 
recognition for the reasons stated in his order dated 
of which a copy is attached. 

For the reasons set out below your petitioners) 
submit(s) that the fund should be recognised; and pray(s) 
that the Central Board of Revenue may be pleased to 
accord recognition. 


Grounds of appeal. 

We/I the petitioner(s) named in 

the above petition do declare that what is stated therein 
is true to the best of our/my information and belief. 

Signature 

Address of Appellant. 


Date 

5. The accounts of a recognised provident fund shall 
be prepared at intervals of not more than twelve months. 

G. An account shall be maintained for each subscriber 
to the fund in the following form : — 



N«m« Dal * 01 )° l ” iD S FnnlL 
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Act, 1022, for the recognition of the provident fund main- 
tained by them (him) for the benefit of their (his) em- 
ployees. The Commissioner of Income-tax has refused 
recognition for the reasons stated in his order dated 
of which a copy is attached. 

For the reasons set out below your petitioner^) 
submit(s) that the fund should be recognised; and pray(s) 
that the Central Board of Revenue may be pleased to 
accord recognition. 


Grounds of appeal. 

We/I the petitioner^) named in 

the above petition do declare that what is stated therein 
is true to the best of our/my information and belief. 

Signature 

Address of Appellant. 


Date 

5. The accounts of a recognised provident fund shall 
be prepared at intervals of not more than twelve months. 

C. An account shall be maintained for each subscriber 
to the fund in the following form : — 




brought forward— 






7 An abstract for the financial year or other appli 
cable accounting period of the individual account of each 
emplo\ee participating m a recognised piovident fund 
shall be furnished by the trustees to the Income tax 
Officer of the area m which the employer conducts his 
business, profession or vocations, or to such other Income 
tax: Officer as the Commissioner may, m each case, direct, 
not later than the fifteenth day of June m each year It 
shall be in the form prescribed m rule 6, but shall show 
only the totals of the various columns thereof for the 
financial year or other accounting period It shall also 
give an account of any temporary withdrawals by the 
employee during the year and of the repayment thereof 

8 The account to be made under the provisions of sub 
section (2) of section 58 J shall show m respect of each 
employee(t) the total salary paid to the employee during 
the period of his participation in the provident fund, (n) 
the total contributions, (in) the total interest which has 
accrued theieon, and ( iv ) so far as may be the percentage 
of the emploj ee’s salary in accordance with which conti 1 - 
butions have been made by the employer and employee 


CENTRAL BOARD OT REVENUE 

Notification No 35, dated the 12th July 1930 

In exercise of the powers conferred by sub section (7) 
of section 33 A of the Indian Income ta\ Act, 1922 (NT 
of 1922), the Central Board of Revenue makes the follow 
mg rules — 

Rules 

(1) The Commissioner of Income trv on receipt of an 
appeal under section 33 A of the Indian Income tax Act 
1922, shall, unless, in pursuance of the prowso to sub- 
section (S) of that section, the appeal is withdrawn, ap 
point a Boaid of Referees consisting of not less than 
three and not more than fi\c membeis chosen b) him, sub 
jeet to the proi isions of sub section (G) of that section , 
from a panel constituted and maintained by the Central 
Boaid of Revenue 

(«) Appointments to and resignations or rcmo\als 
from, the panel shall be published in the Gazette of India 
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(5) The names of the members chosen by the Commas 
•sioner shall be communicated to the .appellant within one 
week of receipt of the appeal m the Commissioner’s office 
■or of the decision of the Commissioner under section 33, 
as the case may be 

(4) Within a period of 15 days from the receipt of the 
communication, the appellant may object, without giving 
any reasons, to the inclusion of any name or names in the 
Board, and submit the names of not less than five mem 
hers of the panel to whom he will not object 

(5) In the event of an objection to any name, the Com 
missioner shall substitute a fresh name therefor, but shall 
not be bound to accept a name submitted bv the appel- 
lant and shall communicate it forthwith to the appellant 

( 6 ) The appellant may not subsequently object to the 
inclusion in the Board of any name submitted bv 
himself 

(7) The appellant shall be allowed one further period 
■of fifteen days in which to object to names not originally 
included by the Commissioner nor submitted by 
himself 

( 8 ) If the appellant has twice objected to the constitu- 
tion of the Board proposed by the Commissioner, the 
Central Board of Revenue shall settle the composition of 
the Board and the decision of the Central Board of 
Revenue shall be final 

(0) The time and place of the first meeting of the 
Boaid shall be fixed bj the Commissioner after consulting 
the members The time and place of subsequent meetings 
shall be fixed by the Board and announced to the appellant 
and the Commissioner 

( 10 ') Hie member^ of the Board shall elect t’neir own 
Chairman 

( 11 ) The decision of the Board shall bo the decision of 
the majority of members present All the members pre 
sent shall sign the report, and an} member who differs 
from the others maj recoid a dissenting minute Should 
there be an equalit) of votes, the Chairman shall have a 
casting vote No decision of the Board which is signed 
by less than half the members shall be valid The pro- 
ceedings of the Board shall not be invalidated mcrclv b) 
reason of the ab-ence of a member or his failure to sign 
the report of the Boird 



CENTRAL BOARD Or REVENUE 


Notification No 24, Income-tax, dated the 7th May 
19S2 — In exeicisc of the powcis confcucd b} section 51) 
of the Indian Income tax Act, 1022 (XI of 1022), lead 
with paiagiaph 1 of Pait 1-A of Schedule II to the 
Indian Finance (Supplemental}* and Extending) Act, 
1031, the Cential Boaid of Rctenue heieby makes the 
following lulc, the same Imung been pieviousl} published 
ns lequncd b} subjection (2) of the said section, 
narnel} — 

Rule 

The notice of demand refened to m paiagraph 1 of 
Part I- A of Schedule II to the Indian Finance (Supple- 
mental} and Extending) Act 1031, shall be sened in the 
following form — 

Notice of Demand under paragraph 1 of Part DA of the 
Schedule to the Indian Finance (Supplementary and 
Extending) Act, 19$ 1 


To 

1 You htv\e been summarih n^e^ed foi the jear 

to income tax amounting to Rs 
show n in the copy of the assessment form sent herewith 

2 If }ou are dissatisfied with this assessment, }Ou 
mn} appl} to mo within 30 dn}s of the receipt of this 
notice for the cancellation or reusion of the assessment. 
Mj orders on such application will be final, and 
will specif} the time within which pa\ment should then bo 
made 

3 You maj, however, also submit with such applica- 
tion a return of \our income under section 22 (-) 
of the Indian Income tax Act m the form attached 
for the purpose If \ou do so, the demand now 
made will be cancelled* and the assessment will bo 
made under section 23 of the Act, and, subject to 
section 30 of the Act an appeal will lie to the Assistant 
Commissioner 
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4. If you do not present such an application (with or 

without a return) within the time specified in paragraph 
2, you must pay the amount of Us. on or 

before the to the officer in charge of the 

Government Treasury or Sub-Treasury/ the Agent, Im« 
perial Bank of India, at 

For failuro to do so, you will be liable to a penalty not 
exceeding the amount of tax. 

5. Chalans to be presented with the amount at the 
time of payment are attached. Should you lose them, 
you should apply to the Income-tax Officer for fresh ones. 

6. On payment you will be granted a receipt. 

Income-tax Officer. 


Circle. 


Dated 


193 . 
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CENTRAL BOARD OF REVENUE 


Notification No 24, Income-tax, dated the 7th May 
1932 — In exercise of the powers conferred by section 59 
of the Indian Income tax Act, 1922 (XI of 1922), read 
with paragraph 1 of Part 1-A of Schedule II to the 
Indian Finance (Supplementary and Extending) Act, 
1931, the Central Board of Revenue hereby makes the 
following rule, the same having been previously published 
as required by sub section (4) of the said section, 
namely — 

Rule 

The notice of demand referred to in paragraph 1 of 
Part I-A of Schedule II to the Indian Finance (Supple- 
mentary and Extending) Act 1931, shall be served m the 
following form — 

Notice of Remand under paragraph 1 of Part I-A of the 
Schedule to the Indian Finance {Supplementary and 
Extending) Act, 1931 


To 

1 You ha\e been summarily assessed for the year 

to income tax amounting to Rs 
shown in the copy of the assessment form sent herewith 

2 If you are dissatisfied with this assessment, you 
may apply to me within 30 days of the receipt of this 
notice for the cancellation or revision of the assessment 
My orders on such application will be final, and 
will specify the time within which payanent should then bo 
made 

3 You may, however, also submit with such applica- 
tion a return of your income under section 22 (2) 
of the Indian Income tax Act m the form attached 
for the purpose If you do so, the demand now 
made will be cancelled and the assessment will bo 
made under section 23 of the Act, and, subject to 
section 30 of tho Act an appeal will he to the Assistant 
Commissioner 
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4. If you do not present such an application (with cr 

without a return) within the time specified in paragraph 
2, you must pay the amount of Its . cn or 

before the to the officer in charge of the 

Government Treasury or Sub-Treasury/the Agent, Im- 
perial Bank of India, at 

For failure to do so, you will be liable to a penalty not 
exceeding the amount of tax. 

5. Chalans to be presented with the amount at the 
time of payment are attached. Should you lose them, 
you should apply to the Income-tax Officer for fresh ones. 

6. On payment you will be granted a receipt. 

Income-tax Officer. 


Circle. 


Dated 


193 . 
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to 6(l P S W l - n Kn,! 'V ““««>&» i*«nrf mite «. 

lm .1 GO of loo Ac*, the ir.como of persons in ih.it District other 

1 "V "' s '' rr:e0 of G ""™mmn *’•>' li«a cKinpiea mi::) 

hammy *o the tax — sec paragraph 37 CM). 
lander the sub-section — ^ 


(. 1 ) 111.' Act arjftes m Intel, StAtvs so nil |v:r=o-i in the service 
oi imu-nrawnl. «!ut.'v,>r l):oir union iliiv. Is anpliss in lutes 
biases to persons in the servsee of a loral’mnfccntV esl.iblisheJ in 
the (sms' of ihe [were of the Governo.-Gener.il in Council, cnlv 
if they are British subjects cr servant.-, of Government lent to the 
loco! a nth on iv. 

<3>) the sihrie? of Government officers serving outride India 
are not In We to income-tax unless thev are drawn or otherwise 
received in India. 


(c) I*ronlter Agency tracts and ceded areas are included in the* 
term 'dominions of l'nneos and Chiefs in Indii in alliance with 
His Majesty*'. 

JV/juftan «7 "agnfuliuriil income*’. [Sesiidn 2 0).J — 
O' Agricultural income is exempted from tax under the provisions of 
section -3 (b) (rw) of the Act and any income to !>j exempted m«<t 
fall within the words of this definition. The definition was amend- 
ed in the Act of Hid'd in order to make it clear that rent or revenue 
derived from land used for agricultural purpose* [clause (.A] is 
exempt from tax only m cases where the land is assessed to land 
revenue l>\ an authority in Hnti^h Indsi or is subject to a local 
rate awssed and collected by an authority m Ilntish India, and 
tint the exemption dot's not :.pj 1\ to where the hnd pays 
revenues or local rale to authorities outside 33n:i<b India. CJin*es 
(b) and (e) were also amended at the same time in order to make 
it clear that the limitations in clause (a) apply also to the in- 
comes spccitied m cltnses \o) and (e), so that income derived trom 
agriculture will only be exempt if the agriculture is in respect of 
Jind on which land revenue cr local rate t$ paid to an authority 
in Hnitsh 3ndn 

in' A further amendment was a!-o made by the Act of 3 ‘Add in 
chusc <h' (m). ruder the previous Acts unfits from the sale by a 
cultivator or receiver of rent-in-Vir.d of the produce raised or re- 
ceived by him were included under •'agnrnlium! income” or.lv in 
oa<e* whore the culm tor or receiver of n'nt-m-klnd did not keep 
a shop or stall f<w the sale of such produce Vr.der the present 
\et profit-* derived h\ i cultivator from the sale of the produce 
Jaised bv him are included m the term "agricultural income 
where the produce i- v>'.d in its raw state, that i-\ if no process 
>een performed in rrsi^et of the produce other than a process of 
I be nature described in snb-eHv.*c \i»V The tax therefore is now 
no: leviable cn the profit? derived by a cultivator or receiver o. 
rent-in-kind from the sde of the rare produce raised or received by 
lam even if be keeps a shop for the retail vcr.d of such raw pro- 
duce. 
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(»0 If a lind owner grows on Ins own land which is assessed to 
land revenue forests or trees and domes income therefrom, he is 
not liable to income-tax on such income Persons, however, who 
take contracts in forests for the cutting down and selling of timber 
are liable to tax on the profits from such transactions 

(ir) Assignment of land re\cnue to a Jngirdar is not assessable to 
income-tax in the hands of the Jagirdar 

(c) Interest on arrears of rent of land used for agricultural pur- 
poses is part of the rent denied from the land and is therefore not 
liable to income tax, subject to the exception that if the arrears are 
secured by a bond and are therefore recoverable by civil suit such 
interest is taxable 

(ci) Rule 23 prescribes the manner in which profits and gams 
shall be arm ed at in the case of incomes dem ed in part from agri- 
culture and m part from business, and proudes for the separation of 
industrial from agricultural profits in cases where the agricultural 
raio produce is worked up for the market Assessing authorities 
should determine what portion of profits denved in part from in- 
dustry and in part from agriculture should be regarded as denved 
from industry and agriculture respectively taking into account the 
circumstances of each case 

(vii) In the case of tea, where the person growing, manufacturing 
and selling tea has separate purely agncultural income (e g from 
rent or cultivation of land on which tea is not grown) no account 
shall be taken of such income in calculating the profits liable to tax 
Some concerns agam are engaged in the growing of tea seed 
Where the tea seed is produced for the use of the assessee, it 
must, of course, be included in the profits No tax should, how- 
ever, be levied on the profits denved from the growing of tea seed 
in cases where the tea seed is sold to a third party and where 
separate accounts are maintained for the expenditure and receipts 
for the growing of the seed Although under section 10 (2) (i*) of 
the Act the only expenditure that can be allowed to be 6et against 
profits is expenditure mcuired solely for the purpose of earning the 
profits or gains taxable in any year, it will only be fair in the case 
of tea concerns to allow as a charge against profits the whole of 
the cost of the upkeep (e g t weeding and draining) of extensions 
of the estate which are not in bearing No allowance can be made 
on account of any capital expenditure in connection with such ex- 
tensions such as the acquisition, clearing and draining of the land, 
the making of roads or the erection of buildings before the culti- 
vation begins but when once the cultivation has begun with the- 
completion of the planting, the annual cost of the upkeep of such 
extensions should be allowed as a business expense even although 
the expense is not in bearing As regards the question as to what 
is capital or revenue expenditure in respect of tea gardens see 
paragraph 64 

K 
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(till) The following principle should be adopted in calculatin'* the 
net dividends and regulating refunds on dividends, paid from profits 
that are only partlj taxed in the hands of the company, c g T com- 
panies a part of whose income arises or accrues outside British 
India ana is not received in British India or part of whose jncome 
i s derived from tax-fre e sec ur ities — / 

For lines 7 to 19 saftstltste the 
following 

"If x per cent of the profits pay 
tax in the hands of the conpany, the 
gross dividend, is to he calculated {tak- 
ing the company rate of incone-tax at a 

annas and 4-| pies, o r 169 1 hy applying to 
° 1152 

the net dividend the fraction 115a " 

llS2-lb 9 x 

100 

ot crops (raialt), (0) puny aha nazar or nazar paid by tenants of 
agricultural holdings at the beginning of the zemtndan year, (c) 
nazar for petitions presented to the zemindars dealing with ques 
tions oE successions, settlement and partition [Baja Probhat Chan- 
dra Barua versus King Emperor, High Court of Bengal Beference 
No 1 of 1926 (H, Snmvasan Tax Cases, page 392) and Privy 
Council Appeal in the same case] On the other hand, the ruling 
m the Bengal High Court Case No 40 of 1920, Birendra Kishor 
Manikya versus Secretary of State for India (I, Snmvasan Tax 
Cases, page 67), m which it was held that though the premium 
paid for the settlement of waste lands or abondoned holdings might 
reasonably be regarded as "rent or revenue” derived from land, as 
used in tins definition, the same considerations did not apply to 
the salami or premium paid to a land holder for recognition of a 
transfer of a holding from one tenant to another, has been over- 
ruled, m respect of the salami m question, by a Full Bench of the 
High Court of Bengal in Beference No 1 of 1925, Nawabzadi 
Mehar Bano Khanum versus Commissioner of Income-tax, Bengal 
(H, Srmivasm Tax Cases, page 99} , this Full Bench decision was 
followed by the Patna High Court in Case No 47 of 1926, Maha- 
rajadhiraj of Darbanga versus Commissioner of Income tax, 

B A O , CHI, Snmiasan Tax Cases, page 158) and again main- 
tained (by way of obiter dictum) in the High Court’s subsidiary de- 
cision in the Beference case, already quoted, of Baja Probhat 
Chandra Barua 

(x) The mam judgment m the Beferenco (which was upheld by 
the Priva Council) dealt not with the question of what is exempt 
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imiicr the ; trl i, ngncullunl income but with the ^ration whether 
non opncultunl income from perminentlv settled land is exempt 
vn/^r the Settlement, and angered tint question in the negative 

OrO Again in the Patna High Court Ca^c No 74 of 1919, in the 
matter ot BhiUannur Sugar Concern (I, Srimiasan Tax Cases, 
pice 29) nnd in the Bengal High Court Ca*o No 83 of 1920, 
Killing \allc> Tea Company Limited versus Secretary of Stato 
for India (I, Snim nan 'lax Ca<*3, page 51), it hag been held that 
the profit a of sugar factories and profits denied from the minufac- 
turc of tea as a marJetablo coinmodih from the green leaics are 
liable to assessment 

3 Dr/milton of * asscisec ” [Section 2 (2) ]— (j) Assesaco” 
fa defined to mean a person b) whom income tax is pa) able 
Income tax include* super tax which 13 defined in section 55 to bo 
* an additional dutj of income tax ** Under section 3 (39) of tho 
General Clauses Vet the word person includes an> company 
or association or bod) of indiMduais whether incorporated or not 
Tho executor, administrator or other legal representative of a dc 
ceased person is treated for the purposes of an assessment on the 
income of such deceased person, as an asscssce 

fii) The charging sections (sections 3 and 55) lay down who the 
persons and associations aro who are liablo to income tax and 
super tax Income tax is pa) able under section 3 by every indi- 
vidual Hindu undiudcd famil) compan) firm and other nssoci 
ation of individuals and super tax under section 55 is payable by 
cicr> India idual, Hindu undivided family company unregistered 
firm or other association of individuals not being a registered firm 
While both income tax and 6upcr tax therefore are payable by 
every individual, Hindu undivided family company and other 
association of lftdmduah not being a firm there is a distinction 
in the case of firms All firms whether registered or unregistered 
(see paragraph 10) are liable to pay income tax but while unregis 
tered Grins arc liable to pay super tax registered firms arc not 
The income of registered firms is liable to super tax in the hands 
of the individual partners of the registered firm Co operative 
Societies Clubs (not being companies) and Chambers of Com 
mcrce are examples of association of individuals 

(tiO Private provident funds of companies and firms should not 
be assessed to income tax as other associations of individuals 
otherwise than by deduction at the source upon their income from 
investments and should not be charged to super tax at all The) 
are also eligible for refund of tax under Section 48 if they comply 
with the provisions of that section 

4 Definition of company [Section 2 (G) ] — This defim 
tion includes all companies constituted m the Dominions of tho 
Crown while the latter part of the definition is confined to such 
■foreign associations as the Central Board of Revenue may desire 
■to treat as companies for the purposes of the Act The object of 
-this latter part is to include associations 6uch as the French 

c 2 
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Ay ■»? ? w cs which, though inccrpontc bodies, ln\e many 
clnnctai^nc^ in cotimon with the companies recognised hv our 
hw, if the Central Bomd of Eeaame tmnhs tint tint should he 
in 'lied ns eompann s for the pmpo e> of the Act 

5 TT 1 \hv^^ openiioiK o/ In hen Stairs ond Doum jo« Gerrm- 
— \nj trade or business m British Ir>dn camel on l»j the 
Gtiunittunts of Indun Statu* or of nm pin of the JB-itnh Um- 
pire, other linn the Government of India or n Bocal Goumment, 
an3 the prop m o-vupied and $ood« owned in British India for the 
purpose of vuch business are, m ler the provision- of the Goi em- 
inent Tndinc Taxation Vet (III of I *>26), Inble to taxation under 
the In Inn Ineo letix Act in the '•ann manna* and to the same 
extent is m a hVe cn-o i company would be Before attemptmg 
to assess the income of such Goa annum, the Income-tax Ouica 
should sene i notice ntnhr section 2 U2) ( l ) of the Indian Incomes 
tax Vet upon -omo npre^ntative of the said Government in Bri- 
tish India dedinn^ his intention of treating -neb rtpre oitatiae 

«i, ilis vi-nvis-nsA «■> < 1' i-»iv» . 



subsequent to the end of the previous financial year. The Central 
Board of Revenue has authorised the Commissioner of Income-tax 
m each province to determine as the “previous year” in the case 
of any person, business or company, or class of persons, business 
or company 

(a) a commercial year which may consist of more or less than 
12 months, provided that no commercial 3 ear which 
may extend to less than 11 or more than 13 calendar 
months m anj one year shall be so determined , and 
(.b) a commercial year terminating after the end of the pre- 
vious financial year, provided that no commercial 3 car 
terminating later than one month after the end of the 
previous financial 3 ear, shall be so determined 
Where the Commissioner desires that a ‘previous year” should 
be recognised which does not come within his powers of sanction as 
stated above, he must obtain the orders of the Central Board of 
Revenue 

(t*) Income-tax Officers arc, therefore, debarred from treating as 
a “previous year * any period which does not come within the defi- 
nition in sub-clause (a) of clause (11) of Section 2 unless such “pre- 
vious year” has been sanctioned either by the Income-tax Com- 
missioner or the Central Board of Revenue 

(txi) Under the substantive part of sub clause (a) of clause (II) 
of Section 2, an assessee has an absolute option to elect for the first 
tune a “previous year” other than the financial year ending on the 
31st day of March and in that case, the proviso to that sub clause 
does not come into operation The effect in such a case of the sub- 
stantive part of the sub clause in question will be to make the ‘pre- 
vious 3 ear‘ , the year (1 c , the 12 months) ending on the day to which 
the accounts have been made up, and bection 3 requires the assess- 
ment to be made on the income of the whole of that 3 ear 

(tu) Where, however, the assessee has alreadv exercised Ins 
option under the substantive part of sub clause (a) of clau'C ( 11 ) and 
is seeking to change his previous 3 ear for the second time, the 
proviso to the sub-clause in question comes into operation and it is 
open to the Income tax Officer under the proviso to impose condi- 
tions involving an assessment otherwise than in accordance with the 
normal requirements of the Act In such a case, the condition 
which the Income-tax Officer may have occasion to impose 1033 * be a 
condition that the assessment should be made on the income of a 
period exceeding 12 months But should occasion arise to require 
assessment on the income of a period of le«s than 12 months, the 
imposition of a condition in this sense would equal!) he within the 
Income-tax Officer's competence. 

(r) When the condition impo-ed under the above proviso means 
an assessment on the income of a period in exee*s of 12 months — 
say X months— the rate of tax to be applied to the aggregate in- 
come may be stipulated to be the rate applicable to & to* a! income 



arne\<3 at b> appljing the formula 12/\ to the aggregate income. 
JDien alien A is less than 12 months, the aboio formula ma} hey 
stipulated to be applied 

(«) As regards super-tax, the condition imposed under the aboio 
prmiso might require that it nnj be computed as follows In the 
first place, the formula already mentioned, viz , I2/X should ho 
applied to the mcome for the period under assessment On tho 
resulting income, super-tax should be calculated in the ordinary 
wa> b} allowing the usual deduction of Its 30,000 or Bs 50,000 
or Its 75 000, as the case mnj be The total super tax thus ar- 
med at should then be multiplied b} X/12 and the result will ho 
the amount of super-tax leviable 

(vii) As stated abo\c, under the pronto to sub clause (o) of 
clause (11) of Section 2, an asscssee who has, after the 31st March 
1922, once exercised the option of selecting as his “previous }ear"' 
a jear terminating on a date other than the 3lst di> of March with- 
in tho previous financial }car, cannot again exercise that option 
except with the consent of tho Income tax Officer, and upon such 
conditions as he maj think fit, Income-tax Officers in dealing with 
such cases, and Commissioners in dealing with such cases, and 
Commissioners in dealing with cases under sub clauso (b) of clause 
(11) of tho nboae Section 2, should take steps to secure that tho 
changing o\er from one previous 3 car to another shall not result 
in nnj loss of rcienuc cither because an} loss of income, profits or 
gams which, but for tho cb mge in the accounting period would not 
hn\e corao under assessment is b} so doing brought thereunder or 
otherwise The convenience of an n^c^cc in tins matter must bo 
studied so far as possible, 03 it is desirable that tho accounting 
period for income tax purposes should be the samo as tho account- 
ing period according to which an nssessec makes up Ins accounts 
for the purpose of ins business, but m the actual jear of change, 
conditions should be laid down sufficient to secure that the substi- 
tution of one } ear for another shall not result in nil} incoino, profits 
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included in the next 3 oar’s assessment In special cases, when the 
Income-tax Officer has reason to belieie that the temporary extension 
of the accounting period Ins been resorted to by tho assessee with 
some ulterior moti\e, he may u*e the discretion gi\en to him by 
the proMso to section 13 of tho Act 

(x) Where an Income tax Officer grants permission to an asses- 
see to change his accounting period, he should record the fact clear- 
ly in his assesment order, stating in detail the nature of the change 
permitted, and the conditions on which permission is granted 

7. Definition of '* Principal Officer" [ Sectton 5(12)] — 
Income-tax Officers should treat as the "Principal Officer" of a 
local authority or company or other public body or association in 
the first instance the officials specified m clause (a) , it is only in 
cases where the Income tax Officer has no information regarding 
the persons who discharge tho functions of the officers mentioned 
in clause (a) or where such persons cannot be found, that ho 
should use the powers conferred by clause (b) of treating as the 
principal officer any other person connected with the company, 
public body or association 

8 - Meaning' of the term 4 local authority" — "Local autho- 
rity”, a phrase used m sections 2(15), 4 (3) (xii), 7 and 21, is 
defined m section 3 (58) of the General Clauses Act, 1897 as 

"a municipal committee, district board, body of port commissioners or other 
authority legally entitled to, or entrusted by the Government with the control 
or management of, a municipal or local fund ” 

9. Definition of "public servant" [ Section 5(13)] — This 
definition is of importance for the purposes of section 54 of tho 
Act The definition of tho phra 1 ^ in the Indian Penal Code con- 
tains the following — 

The words public servant’ denote a person falling under any of the- 
des"riptions hereinafter following, namely — 

Ninth — Every officer whose duty it is, as such officer, to take, receive, 
keep, or expend any property on behalf of Government, or to make any ear- 
vey, assessment cr contract on behalf of Government, or to execute any 
revenue process, or to investigate or to report on any matter affecting the 
pecuniary interests of Government, or to make, authenticate or keep any 
document relating to the pecuniary interests of Government, or to prevent the 
infraction of any law for the protection of the pecuniary interests of Govern- 
ment and every officer in the service or pay of Government or remunerated by 
fees or commission for the performance of any public duty. 

Tenth — Every ofii er whose duty it is, as such officer, to take, receive, 
keep, or expend any property, to make any survey or assessment, or to levy 
any rate or tax for any secuhar common purpose of any village, town or 
district or to make, authenticate or keep any document for the ascertaining of 
the rights of the people of any village, town or di«tnct 

Explanation 1 — Persons falling under any of the above descriptions are pub- 
lic servants, whether appoint'd by the Government or not. 

Explanation S — \Vhci ever the words 'public servant’ occur, they shall be 
understood of every peison who is in actual possession of the situation of a 
public servant, whatever legal defect there may be in his right to hold that 
aituation ’ 
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10 Registered and Unregistered Firms [Sections 2 (14) and 
(16), 14 (2) ( b ) and 26 4 ]—(t) Rules 2 to 6 prescribe the method of 
registering a firm 4. firm to be registered must be constituted 
under an instrument of partnership which defimteh specifies the 
individual shares of the partners in the profits of the firm The 
deed of partnership to be registered both for purposes of assess- 
ment to income tax and super tax is that m force in the vear 
m which the assessment is made An application for registration 
maj be unde at an} time before the assessment of the income of 
the firm is made but it is desirable that the ipphcation should ac 
corapan\ the return under section 22(5) of the Vet If an applica 
tion is made after the assessment of the firm, it should be returned 
to the person presenting it as out of time Eien if such an appli- 
cation is accepted it can have no effect on the assessment for tint 
year, tide decision in the Allahabad High Court Case Xo 223 of 
1923 in the matter of Lalhmal Hardeo Dass Cotton Spinning Mill 
•Compan} of Hathras (I, Srimvasan Ta'X Cases, pago 2GG) The 
words no part of the income of the firm has been accessed’ in 
rule 2(6) refer to cases in which the whole of the income of the 
person m question had escaped the attention of the Income tax 
Department altogether until proceedings were started under section 
34 The} do not appl} to a case in which proceedings havo been 
taken under section 2d in res-pect of the income of an} person and 
owing to that persons’ concealing part of his income he has been 
■declared not liable to tax Here and wherever else in the Vet or 
Buies there is nothing repugnant in the context the words assess ’ 
and assessment cvidentlj refer to the process of determining 
tht, amount of profit or lo-.s made b} a person m the preMoui a ear 
•and not to the process of Jewing tax or declaring that no tax is 
paaable which as section 23 shows is a process distinct from and 
subsequent to assessment although the word asses^e * is defined 
w sub section 2 of section 2 as a person b} whom tax is paaablc 
The distinction between a registered and unregistered firm for the 
purposes at this Act is — 


(u) Income tax is assessed upon the profits of a registered firm 
at the maximum rite winterer the amount of the profits of the 
registered firm ma\ be (see Finance Vet) , and a member of such a 
registered firm on satisfying the Income tax Officer that such maxi 
mum rate is higher than the rate applicable to his total income, 
or that his income is below the minimum chargeablo with income 
tax, mav get a refund on his share of tho^c profits calculated at 
the difference between the two rates at the rate at which income- 
tax has been lowed as the case mav be fsee section IS (2)J, such 
share of the profits being included in the total income of such 
member for the purpose of determining the rate applicable [fee 
^fion 40 (1)] in the ca e e of an unregistered frm income fox is 
Vwiel on the income of the firm at a rate grad'd according to the 
jrofits of the firm as if it were an inlindtn! (fee Finance Vet), a 
member of imeh a firm is not entitled to an} refund, 1 ut his share 
the promts o f the firm is included in his total income for the 
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purpose of determining the late at which he shall pay income tax 
•on any other income [see section 16 (I)] 

(tit) The profits of a registered firm are liable to tax at the maxi 
mum rate even if they are less than Its 1,000 while an unregistered 
firm is not liable to income tax if its profits in any one year are 
less than Rs 1,000 But where the profits of an unregistered firm 
are not assessed to income tax they are liable to tax in the hands 
■of the individual members of the firm that is, they are included 
in the assessable income of the individual member [6ee Finance 
Act and section 14 (2) (6)] , 

(io) A registered firm is not liable to super tax the share of in 
•dividual members m the profits of such a firm being included in 
the income of each individual member for the purposes of super tax 
An unregistered firm is howeaer, liable to super tax (like an mdi- 
Tidual) on that amount of the profits of the Him which is m excess 
of Rs 30,000 (see Finance Act and section 5 d of the Income tax 
Act) Super tax is not payable by an individual having a share in 
an unregistered firm in respect of the profits of the unregistered 
firm, except m cases where the profits of the unregistered firm 
have not been assessed to super tax (see section 55, proviso) A 
firm cannot legally enter into partnership with another firm, vide 
•decision of the Allahabad High Court in Jayadayal Madan Gopal 
versus Commissioner of Income tax United Provinces It does 
not, however, follow that because a firm 19 not a partner m another 
firm what is described as its share in the profits of such firm is not 
its income A firm m which another firm purports to be a partner 
cannot be legally registered lor income tax purposes ' 

(o) It has been held that under the Indian Contract Act, 1872 
(I\ of 1872) a minor cannot become a partner in a firm But he 
may be admitted to the benefits of partnership in a firm with the 
•consent of all the partners for the time being \ minor who pur- 
ports to be a partner in i firm should be treated exaeth like a 
minor who has been admitted to the benefits of partnership in a 
firm A minor who has been admitted to the benefits of a partner- 
ship Ins a right to such share in the property and the profits of 
-the firm as may be agreed upon — not between him and the part- 
ners, for he cannot be a party to a contract but between the part- 
ners , and Ins Fharc in the property of the firm is liable for the 
nets of the firm, but he is not personally liable Provided that 
there arc at least two persons competent to contract among the 
members of the firm the fact that there is also a minor who pur- 
ports to be a member of the firm or who Ins been a limited to t! e 
"benefits of partnership in the firm does not justify the Inco nc tax 
Officer m refusing to register the firm In such cases the minor 
has an ascertainable phare m the propertv and the profits of the 
firm His share cannot be ‘*igno*vd , or attributed to the c’^er 
partners The application to his share in the p’"o£*s cf I*** firm 
of the provisions of sjb section (?) (b) of seehen 14 ard rub sec* on 
(I) of section 10 pit cents no difficult es whe*! e* - 1* e firm is regtx- 
iered or not The fact that a minor canno* ! sve t) * rta»ni o' a 
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be made m the year m which a business profession or location 
is closed down on the income of that year This is merely a dis 
■cretwnaty ana not an obligatory method of assessment to be adopted 
in exceptional cases where delay in mating the assessment xtae ht 
lead to a loss of revenue ° 


Ut) The other class of cases provided for m sub section (3) of 
section 25 is confined to those particular business, professions or 
vocations on which tax had been charged under the provisions of the 
Act of 1918 Since the abolition of the adjustment system meant 
that in the case of those particular business the tax would, had no 
special provision been made, have to be paid on the profits of one 
year more than under the system m force under the Act of 1918, 
it is specially piomded that in the year in which such businesses, 
professions or vocations close down, the adjustment provided for 
in the Act of 1918 shall be made 


(iti) An exception to the general rule that assessments are made 
on the income of the previous year will also be found in section 24A 
"Where it becomes known to an Income tax Officer that a person 
mav leave British India during the financial year or shortly after 
its expiry and that ha has no present intention of returning, the 
Income tax Officer may proceed to assess 3um on his total income 
for the period from the expiry of the last previous jear for which 
he has been assessed up to the probable date of Ins departure from 
British India Tins provision is intended to catch temporary resi- 
dents, such as touring theatrical companies, or persons about to 
■change their residence on retirement from the country, who would 
otherwise escape tax by leaving Bntish India before the dose of 
the year The rate, applica ble m lespec t of such^jgessrpentsjBjb^ 
ratejiTjorce^at the t imeToHsuch assessmen ts — 

15 When income earned outside British India is taxable 
ZS cotton 4 ( 1 ) J — (i) The Act applies to all income from whatever 
-souice it is derived if it accrues or arises or is recened m British 
India, or is, under the provisions of the Act, deemed to accrue or 
arise or to be received m British India The tax is, therefore, 
payable on all income arising or accruing in British India whether 
the recipient resides in British India or not [ sec Madras High 
Oourt Case No 4 of 1921, Chief Commissioner of Income tax, 
Madras, versus Bhanjee Ramjce A Company (I, Srmivasan Tax 
Oases, page 147)] The tax is also payable in respect of income 
received in British India irrespective of whether it accrued or 
.arose within or without British India Tax js also payable in res- 
pect of income which is ' deemed under the provisions of this Act 
io accrue or arise or to be received in British India'* The parti- 
cular cases where income is “deemed under the Act to accrue or 
arise or to be received in British India * are specified in section 
4 (2), v section_7 (3), section 21 (3), and section 42 v 

(li) Taxation of foreign incomes [ Section 4 (2) ] — Section 
4 (3) was inserted in itie present Act owing to the tax having pro- 
aiouslj been evaded in the ca**e of income accruing or arising out 
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of British Indn In bringing m the «?nd income at internals and 
clammy tint n such income was not recened in British India 
m the vcir »n which it accrued or aro ? c out of British India, it 
was, when brought into British India, not income but accumulated 
rrofit* or savings or capital The sub section applies to all incomes 
profits and gams accruing or arising outside British India to a 
person resident in British India and proudes with respect to such 
income, profits and gams that llicy shall be deemed to be income, 
profits and gams of the \ear in which the) are recened or brought] 
into British India notwithstanding that the) did not accrue or arise 
m that j ear Hie provision, of course, merely relates to income, j 
profits and gains and not to the importation of capital It does} 
not applv to income profits or gains which accrued or arose before 
the 1st dav of \pnl 1933 on which <la) the sub section in its 
present form came into force Income profits or gains which 
accrued before the 1st dav of Vpnl 1933 will be liable only if 
they arc income, jrojits and qatns of a business and are received 
in or brought into British India within 3 vears of the end of the 
vear in which the) accrued or arose Income from agriculture 
arising or accruing in an Indian State from land for which any 
annual payment in money or in hind is made to the State is also 
not liable ’under this sub section 


(lli) In the Madras High Court Case No 4 ot 1010 Board of Be 
venue, Madras, versus Kamanadhan Chetty (I Srinivasan las 
Cases, page 37), it has been held that profits derived from business 
earned on outside British India bv persons resident in British India 
are not liable to assessment under the Act if the profits are not 
remitted to British India The assessee in this case who resided 
in British India was a proprietor of a money lending business ear- 
ned on bv his agents in various pi ices outside British India ine 
onl) part taken bv the proprietor in the business was to acquaint 
himself with the state of business abroad and occasionally to issue 
general instructions and it was not disputed that none of the m 
come accruing abroad had ever been transmitted to him in India 
(10) In the Bengal High Court Cagj No 50 of 1921 Bengal Nag 
pur Railway Company Ltd rersus Secretary of State for India (I, 
Snmvasan Tat Cases page 1781 it lias been held tha ter p st 
Nagpur Bail way Company is not liable to pay tax on the interest 
guaranteed by the SeJretan of State This ruling 
lowed in the case of all Hallway companies where the interest ts 
guaranteed by the Secretary of State and is pa id m England only 
It does not apply to cases where the interest is gu Tndui 
authority other than the Secretary of State or p 

(o) Tor the special case of tax on interest on sterling securities 


see paragraph 16 

16 7s interest on the sterling securities of the Gov ™ 

India or on the sterling securities tss } ie ?j Tndfnn income fax’ 
carrying on business in British India liable to In fan 
— Where such interest is received by the debenture or securuy 
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(19) The salaries of Ivhasadars levies and Badraggas employed 
m the tribal territory on the North-West Frontier and of all persons 
employed m the tubal levy service in Baluchistan 

(20) The allowance or salary paid m the United Kmgdom to 
officers of Government on leave or duty in that country whether 
such allowance or salary ib paid in sterling in the United Kingdom 
or by means of negotiable rupee drafts on a bank m India 

(21) The leave allowance or salary drawn from any Colonial 
Treasury by officers of Governments on leave or duty in the 
Colony 


(22) Leave salaries or leave allowances paid in the United 
Kingdom or in a Colony, to officers of local authorities, or to the 
employes of Companies, or of private employers on leave in the 
United Kingdom or in such Colony 

(23) Vacation salaries paid in the United Kingdom or m a 
Colony to Judges of High Courts or of Chief Courts, to Judicial 
Commissioners, or to other officers oij Gov ernment when on vacation 
therein 


(24) The pensions of officers of Government residing out of 
India drawn from any Colonial Treasury or paid m the United 
Kingdom whether such pensions are paid in sterling or by means 
of negotiable rupee drafts on a bank m India 

(25) The salaries of the light-house keepers of light-houses in 
the Bed Sea 

(20) The pensions paid in the United Kingdom or in a Colony 
to officers of local authorities or employes of companies or of 
private employers, such officers or employs being resident out of 
India 

(27) The interest on Mysore Durbar Securities 

/no\ •£> ■* 

*age 158 — 

In item (28) delete the words " or to members of the Indian Police Force 
.r to Civil Officers serving in a civil capacity with a 'Military Force" 

(Correction List No 2.) 


After item (28) insen the following — 

“ (28-A) Extraordinary pensions granted to Civil Officers 
hmilv tensions granted as the result of the death of 

. nes received i 

^“ u " (Correction 1 


f — r-foovJMTO Of rations issued in kind or money allowances paid 
5?.!*™ {*>) *fefe the wor d7r~ ntiler rank in His Majesty s I'aval. 

"rth a M,htary Force " “ 0r to O/Scors serTing 

Force, ^ — , cn 

Indian Marine. (Coirnot/or, 
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(31) Value of rent-free quarters occupied bv , or money allow- 
ance paid in lieu thereof to, Indian officers, British Warrant and 
non-commissioned officers ind men of His Majesty's Military or 
Air Forces, and British and Indian Warrant officers of *His 
Majesty’s Naval and Marine Force* , in all cases irrespective of 
whether the individual concerned is married or single 

(32) Conservancy allowance granted in lieu of free conservancy 
to non departmental Warrant and non-commissioned officer-? of 
the Indian Unattached List, departmental non commissioned offi- 
cers of the India Unattached List not in receipt of consolidated 
rate? of pay and Warrant and non-commissioned officers of the 
permanent stall of the Auxiliary and Territorial Torcc* 

(33) The value of the free education provided for the children 
of British Warrant and non-commissionca officers and any grants- 
m-aid made to British Warrant and non commissioned officers in 
heu of the provision of free education for their children 

(34) The income of persons, other than persons m the «cmco 
of the Got eminent, residing in the district of \ngul 

(35) Deferred pay within the meaning of paragraph 251 Pay 
and \llow nice Regulations for the \nm in India Part II paid to 
soldiers or non Commissioned offircr* of the Indian Arms 

Ofi) 1 lie income of indigenous hillmen oiler than pert-on* n 
the service of Government reading m the following areas of 
Assam — 

The Naga Hills District 
The Liishti Hills District 
The Padua Frontier Tract 
The Dahpan Frontier Tract 
The Lahmmpm Frontier Tract 
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Coorg, 

The Andaman and Nicobar Islands, 

■Mm- and 

any first class Eesident^w* the A Political B oy m kBg nfc * 

(38) Such part of income in respect of which the said tax is 
payable under the head “property” as is equal to the amount of 
rent payable for a year but not paid by a tenant of the assessee and 
so proved to be lost and irrecoverable, where — 

(а) the tenancy is bom fide; 

(б) the defaulting tenant has vacated, or steps have been 

taken to compel him to vacate the property; 

(c) the defaulting tenant is not in occupation of any other 

property of the assessee; 

(d) the assessee has taken all reasonable steps to institute 

• legal proceedings for the recovery of the unpaid rent 

or satisfies the Income-tax Officer that legal proceed- 
ings would be useless; and 

( e ) the assessee has, for the year for which the unpaid rent 

was due, paid income-tax in respect of the annual 
value of the property to which that rent relates. 

(39) The lump grants made by Government to the Indian 
Church — 


(1) for the provision of episcopal supervision and ministra- 

tions ,* 

(2) for the payment of allowances to clergymen entertained 

in lieu of Chaplaincies reduced; and 


(3) in lieu of the grants-in-aid at present given for the enter- 
tainment of clergymen of the Additional Clergy 
Society under Articles 602 and C03 of the Civil Ser- 
vice Pegulations. 


(40) When in any year an employee participating in a recog- 
nised provident fund has ceased to be an employee of the employer 
maintaining the fund and has been declared by such employer not 
to be eligible to receive the whole of the accumulated balance due 
to him, so much of his income as is assessable for that year shall 
be exempted from income-tax and shall be excluded from the com- 
putation of his total income for the purposes of the said Act ns is 
equivalent to so much of the accumulated balance due to him as 
bn«» not been paid or is not payable to him, and if such amount 
exceeds the amount of his income in that year, so much of his 
income in the following year or years ns is equal to the amount 
of such excess shall be *o exempted and excluded in such year or 
years. 

(411 Income of a Service Fund derived from interest on Gov- 
rrnment securities or mtere«t on funds deposited with Govern- 
ment. 
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For the purpose of thi* exemption, n Service Fund mein*! a 
lund established under the authority of, gr with tho permission of. 
Government for the purpose of Fccnring deferred annuities to the 
Fih c cnberp, or pavmcnts to them in the event of their resignation 
or dismissal from the service in which the) are employed, or pro- 
vision for their wives or children after their death, or payments 
1o tlieir estate or their nominees upon their death, to which eer 
Tints of Government are alone admissible ns subscribers 01 mem- 
bers and the funds of which are cither deposited with Government 
or invested in Government Securities 


18. Exemption* — Income* included m totol income * — The ' 
following classes of income shall be exempt from the tax payable 

rnid«r the soid \rt Imt «h*dl he tilen into nrrnnnt »n <l«t»rmininn 

Paje 7C7— 

In item (1) of paragraph 18 for tho words " provided that tho faco vnl 
of tho securities bo held on account of anv ono assesseo does not oxce 
Its 22,500 ” the following — 

** provided that tho exemption shall apply only to interest on secunti 
so held on account of anv one aasessco up to a face valuo 
Its 22 600” 

(Correction List >0 ! 

Ftiqt 1GI— 

In the 9th and 10th lines from tho bottom for tho words ‘ or tho Bun 
Co operative Societies Act, 1927 (Burma Act VI of 1927) " substitute the folio 


mg 


“ the Burma Co operative Sociotics Act, 1927 (Burma Act VI of 19S 
or tho Madras Co operative Societies Act, 1932 (Madras Act " 


(Qowetion L «t V 

.rroYiaea tnat suen suras snail not oe exempt irom tne 
payment of supertax unless the} are paid to the 
ns-;essee b} a person other than a company and have 
ulread} been asse^ed to super tax 


(3) The profits of any Co operative Society other than the 
Samkatta Salt owners Society in the Bombay Pre- 
sidency for live Avene being registered urrder the Co- 
operative Societies Act 1912 (II of 1912), the 
Bomba} Cooperative Societies Act, 1925, (Bombay 
Act All of 1925), or the Burma Co operative Socie 
ties Act, 1927 (Burma Act ATE of 1927), or the divi- 
dends or other payments received by the members of 


an> such Society on account of profits 


Explanation — For this purpose the profits of a Co operative 
Societ} shall not be deemed to include any income, 
profits or gams from— 


<31 investments in (a) securities of the nature referred to in 


section 8 of the Indian Income tax Act or (b) property 
of the nature referred to in section 9 of that Act, 
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(2) dividends or 

{3) the other somce s lefened to in section 12 of the Indian 
Income tax Act 

The exemption which extend^ both to income tax and supei tax 
applies only to profits * m the strict sense of the wotd as used 
in the Act and does not include income denied by Co operative 
Societies from interest on securities or dividends The Societies 
whose income liable to income tax is not taxable at the maximum 
rate or who have no income liable to tax should applj to the 
Income tax Officer concerned foi the issue of exemption certificates 
authorising persons paying mteiest on securities not to deduct 
any tax at eouice or to deduct tax at a lower rate than the maxi 
mum as the case may be 

Where a Co operative Society incurs a loss under any head of 
income that has been exempted from tax by notification under 
section 60 (I) of the Act, such loss may be ^et off under section 24 
against any income that is not so exempted 

(4) Such part of the profits or garni of a Gim which has 

discontinued its business profession or vocation as is 
proportionate to the shaie of an assessee in the firm 
at the time of such discontwuaoce, if income tax has 
at any time been charged on such business, profes 
sion or \ocation under the Indian Income tax 4ct, 
1918 (VH of 19Z8) or if an assessment has been 
made on the firm m respect of such profits ot gams 
under sub section (1) of section 25 of the Indian In 
come tax Act 1922 (XI of 1922) 

The abo\e exemption applies onlv to income tax and not to 
super tix 

\ Apart from the particular cases mentioned in this paragraph 
I the incomes or portions of incomes exempted under section 4 of me 
} Act and under the orders of the (Pernor General m Council 
under section GO of the Act referred to m IT are not 

only not subject to income tax or super tax but they are also not 
to be taken into account m determining the rate of taw other 
income they are excluded from consideration altogether 

(5) So much of the income of auj Investment Trust Com 

nanv as is denied f tom dividends paid by any other 
Companv which has paid or will pay super tax in res 
pect of the profits out of which such dividends are 

Etpte mUon -ror tins purpose an investment trust com 

® means a compau} in respect of winch the Gov 

ernor General in Council is satisfied that — 
if! „ a cojnpapj having for its pr.nc.ml business the 
1 acquisition and holding of investments in the 
stocks shares bonds debentures or debenture 
stocks of other companies or in securities issued b) 
public nuthontie 4 * 
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(ii) it is not a company formed for the purpose of, or engaged 
in, acquiring or exercising control over any other 
company or .group of companies or enabling any 
other persons to acquire or exercise such control, 
<i*0 it is a company deemed under clause (b) of the Explan- 
ation to sub section (2) of section 23 A of the said 
Act to be a company m which the public are sub 
stnntially interested 

The abo\ e exemption applies only to super tax and not to income 
tax 

19 Where, owing to the fact that the total income of an 
assesoee has reached or exceeded a certain limit, he is liable to 
pay super tax or to pay super tax ot a higher rate the amount 
payable by him on account of income tax and supertax shall, 
where necessary be reduced so as not to exceed the aggregate of 
the following amounts namely — 

(o) the amount which would ha\e been payable on account 
of income tax and super tax if Ins total income had 
been a sum les» by one rupee than that limit and 
(b) the amount by which Ins total income exceeds that sum 

20 Allowances m assessing profits of railway or tramway bust 
ness — The following modification has been made in respect of in- 
come tax in favour of income derived from railway or tramway 
business (other than an electric tramwav) — 

An assessee denung income fron a lailway or tramway 
business ruav at his option require that in computipg 
the profits or gains of 6»cb business the following al- 
kwance shall be made in lieu of the allowances spcci 
tied in chube (t>) clause (ri) and clause (vn ) of sub- 
section (2) of section 10 of the said Act, namely the 
actual expenditure incurred by the assessee during 
the previous year on repairs, replacements and re- 
newals of plant, machinery, buildings and furniture 
which are the prepertv of the assessee 
Provided that an assessee who in any year has exercised the 
option hereinbefore conferred shall not be entitled save 
w ith the consent of the Commissioner of Income tax 
to withdraw that option in .any subsequent year 
Provided further that nothing in this notification shall apply 
to an electric tramway 

21 Exemption of tncome derived from property held under a 
religious or charitable trust — (i) Coder section 4 (3) (i) income de- 
rived from property which is held under a purely religious or charit- 
able trust or under any other leqal olhnation that it should be 
utilised for religious or charitable purpo es is exempt The word 
•propertv’ m this section doe® not bear the restricted meaning tl at 
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it bears in section 9 of the Act but includes securities, a business,, 
or share in a business 

(u) Section 4 (3) (i) exempts two categories of income First, in- 
come from property which is dedicated absolutely and secondly, 
m case of qualified dedication, so much of the income as is applied, 
oi finally set apart for application to religious or charitable pur- 
poses r 

{ui) In the case of absolute dedication, * e , where there is no 
outstanding secular interest reserved by the trust, the exemption is 
complete In the case of qualified dedication, the trust reserves 
a secular interest to beneficiaries, Shebaits or heirs of the founder, 
etc This secular interest is assessable to income tax Suppose 60 
per cent is under the trust applicable to religious or charitable 
purposes and 40 per cent distributable among the heirs of the- 
settlor The 40 per cent is assessable Suppose also that only 
50 per cent is actually applied or set apart for religions or chant 
able purposes and the heirs or the Shebaits misappropriate 10 per 
cent The 10 per cent is under the section also assessable 

(ip) The maintenance of a Shebait may or may not come within 
the category of religious or charitable purpose It depends on the- 
circumstances of the case If, for instance, a dedication is absolute 
and a small portion of the income is given to the Shebait for his- 
remuneration for carrying out the trusts of the endowment, it 
would not be secular If, on the other hand, a fixed sum is given 
to religious or charitable purposes and the residue of the income- 
is given to the Fhebait for his maintenance, the residue would be 
held to be secular The test is whether a suit for partition lies for 
division of the residue If it does, then the residue is secular and 
a^ses&able In such case, anj portion of the dedicated t e , ordi- 
narily exempted income which may be misappropriated would also 
be a^e^able 

(c) Section 4 (3) ftt) similarly exempts the income of religious or 
charitable institutions which is derived from voluntary contribu- 
tions and is applicable solely to religious or charitable purposes 

(ri) To secure exemption under clause (0 or clause 00 of section 
4 (3) the income of religious or charitable institutions and income 
derived from property held for religious or chantable purposes need 
not be actually 6pent on rehgioas or chantable purposes m the year 
of receipt It is sufficient if it is set aside for those purposes In 
the case of mixed trusts the income tax authorities are required 
to enquire into the application of the income Where property 
is held in part only for religious or chantable purposes a propor- 
tionate share of any expenses incurred on management should be 
considered as applied to those purposes 

(«»*) To remove doubts regarding the application of the*e two 
clauses read with the definition of "chantable purposes,” to univer- 
sities and other educational institutions the special exemption tinder 
pection CO of the Act mentioned in paragraph 17 (IS) was made- 
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Attention 13 also invited to the exemption mentioned in para- 
graph 17 (6) of scholarships granted to meet the cost of education 
in the hands of the recipients of the scholarships 

22 Exemption of incomes of Local Authorities [Section t 
(3) (nO ] — A “Local Authority” is defined in section 3 (28) of 
the General Glauses Act as a “municipal committee, District 
Board, etc , legally entitled to, or entrusted by the Government 
with the control or management of a municipal or local fund’ 
The words "legally entitled to or entrusted by the Government 
with'* should be consuued to mean ‘ entitled b\ the law of British 
India to or entrusted by a Governmental authority in British India 
with” It follows therefore that there can be no "local authority ’ 
outside British India within the meaning of clause (tit) of sub- 
section (3) of section 4 of the Income tax Act This view does 
not of course apply to local authorities in British administered 
areas in Indian States to which the Income tax Act and the General 
Clauses Act have been applied 

23 Exemptions of Provident Funds [ Sections 4 (3) (to) and 
4 (3) (c) ]— (*) Under section 4 (3) (tv), the interest on securities held 
by Provident Funds to which the Provident Funds Act, 1897 (now 
Act XIX of 1925), applies, is exempt from tax Similarly under 
section 4 (3) (c), capital sums paid as accumulated balances at the 
credit of subscribers to such funds are exempt from tax and are not 
included in computing their “total income” The words "accumu 
lated balance” include not only contributions but also interest there 
on Under section 15 ( 1 ), contributions paid by a subscnber to 
such funds are also exempt from income tax to the extent men- 
tioned in section 15 (3) Conti lbutions b> employers to such funds 
stand on a totally different footing and are dealt with in paragraph 
64 For special privileges for ‘ recognised proudent funds see 
paragraph 24 et seq 

(it) The exemptions granted to Provident Insurance Societies 
which comply with the provisions of the Provident Insurance Socie- 
ties Act, 1912, or which have been exempted from its provisions, 
were withdrawn by the Income-tax (Amendment) Act, 1924 (XI of 
1924) Provident Insurance Societies to which the Provident In- 
surance Societies Act applies, or which have been exempted from 
its provision® and which were m existence before 1st April 1924 
will continue to enjoy the exemptions under sections 4 (3) (ic) and 
(o) and section 15 (1) to which thej were entitled under Act XI 
of 1922 before it was amended by Act XI of 1924 These conces- 
sions cannot be claimed bv any other Proudent Insurance Societies 

24. Exemption of “recognised” Provident Funds — (i) Besides 
the Proudent Fluids mentioned in paragraph 23, Provident Funds 
maintained b\ employer® £ section 58 A (b)J which conform to the 
conditions hid down in section 58 C of the Act inserted by the 
Indian Income tax (Provident rurnh Belief) Act I *>29 enjov cer- 
tain privilege® in respect of income tax subject to certain condi- 
tion® The mam condition® to which ®nch Provident Fund* mc*t 
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conform in order to secure these concessions are : — 

(1} that the funds shah be tested in two or more t rupees or 
m the Official Trustee under an irrevocable trust; 

t2) tint the employer shall not be entitled to reca\ei am «um 
"hat*5oe\er from the Fund except where the employee 
n dnmipced for misconduct or yoluntarily leases em- 
ployment without adequate reasons; 

f3) that in am case such recoyeries sliall be limited to the* 
contribution 1 * made by the employer himself; 

(4) that the subscriptions of tne employees mid tlie contri- 

butions by tlie employer shall be regular and not 
casual ; 

(5) tint the employers’ conti ibution should not exceed the 

employ ee«’ subscription as a rule, mid 

(6) that the employee shall be employed in India nr the prin- 

cipal place of busmen of the employer ‘*hall be in 
Britnh India 

’I lie income-tax concessions are — 

(a) contributions to a recognised Proudent Fund both by the 
employee and the employer taken together shall do 
exempt from income-tax but not from super-tax up to 
I/Cth of the employees annual salary In addition, 
an emplojoe can obtain under section 15 (I) rebate of 
income-tax on insurance premia subject to the limit 
laid doyyn in section 15 (3) If in any Fund the con- 
tributions made b\ an employee and the employer ex- 
ceed the 1 /nth limit, the excess contributions nnd 
the interest thereon together with interest in oxccsb 
of the prescribed maximum (at present C per c<nt.) 
wiff 6o finbfe to tax ; 

(6) income on the myestmonts held by the Fund is nl K o 
exempt from income-tax ; 

( c ) the accumulated balance due to an employee winch in- 
cludes interest on contributions — is also exempt from 
incorne-t ix and supor-tnx and is not to be included in 
computation of the total income, provided the eni* 
fluytt has r* nclered continuous m mce with Ins <ni- 

l loyi r for not Jc«r than fi\e years The Commissioner 
has nK) |myur in certain circumstances to allow the 
exemption e\e» when tlie sin it e r< mb red is h r » tlnn 
this jvriod 
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item of expenditure under Motion 10(2){ix) of the 4ct, a* the 
Tnnd i« an irrevocable tro«t 

25 i?rro niifion of Provident huids and mtlidrotcal of rc- 
ceqmtion i5fcftcm 5b D * — (i) ihc Commissioner of Income-tax 
niaj accord recognition to nnv Provident Fund which, in his 
opinion satisfies the conditions’ prescribed in section 58-C and tho 
Indian Income-tax (Provident ltmds Relief) Rules An employer 
objecting to in order of the Commissioner refusing to recognise 
a Provident Tund iun\ apjieal, within GO dajs of such order, to 
the Central Board of Revenue in the form prescribed in the Indian 
Income-tax (Provident Funds Relief; (Central Board of Revenue) 
Rules 

in' There is no speulic provi-ion in the \ct or Rules for an appeal 
against tri'Jidrairal of recognition b\ the Commissioner, but such 
on upetl should be allowed bubject to the same conditions as are 
applicable to an appeal against an order of the Commissioner re- 
fusing recognition The Government of India have reserved the 
power* to withhold or withdraw recognition from an) proudent 
funds [section 58 B (2>] 

26 Com/itsoiu to be satisfied by recognised Provident Funds 
(Sections 5S C and 5 V f» — r /nrrsfmrwf of funds — (a) V lecog- 
ni ed provident lund cunM-t- ui lomnbutions b\ emplovei- and 
employees accumulations mtere-t thereon and securities purchased 
therewith and no other Bums So long as the transferred 
balance”, [section 58-J (2)3 and the empolyers’ contnbutionB, 
interest thereon, etc , are not invested, the fund will consist 6olely 
rf subscription- iccumuhtions and interest thereon If any part 
of the fund is deposited in the employer s own concern, and the 
eroplojer gives the Trustees a promissory note therefor the note 
mav be considered to be a security” within the meaning of 
section 58 C IV id So far as the transferred balance of a fund 
i e concerned there is no restriction as to the manner in which it 
should be held or invested It may be utilised in the employer’s 
own business, or deposited in a Bank or invested in “securities” 
in the widest sense of the term The same is true of the em- 
ployer’s contributions subsequent to recognition and the interest 
thereon and on the accumulations of such interest The em- 
ployees' contributions subsequent to recognition and the interest 
thereon and on accumulations of such interest must be invested in 
the securities of the nature prescribed in section 20(a), (b), (e), 

( d ) or (e) of the Indian Trusts Act, 1882, and payable m respect of 
both capital and interest in British India 

(b) A reasonable interval should be allowed to the trustees to ac- 
cumulate the contribution" collected before requiring their invest- 
ment as above 

(c) \ fund is not lendered ineligible for recognition by the fact 
that it can be clo e ed or wound up at will by the employer or the 
Trustees provided that it is not revocable otherwise than m accord 
aoee with section 58 C (2) ie) 
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(W A pm ate provident fund, participation in which is optional, 
is not qualified for recognition unless the rules confer on (he 
participants the right to receive payment of the accumulated bal- 
ance whenever participation is discontinued 

27 Recognised Provident Funds of businesses with principal 
place out of India [, Section 58 G ( 1 ) ( fl )] —If a concern has its 
principal place outside British India, the Provident Fuad of the 
employees of its British Indian business, if it is to be "recognised", 
should be kept separate and must conform to the conditions im- 
posed by the Act and the Rules thereunder The expression “all 
employees" occurring in section 58 C (I) (a) refers to “all em- 
ployees subscribing to the Bund" and not to all empoyees of the 
particular employer If a concern has its principal place of busi- 
ness in British India, there is no objection to the foreign sta9 — - 
that is the staff outside British India- — subscribing to the Provident 
Bund They will not get any rebate of tax on the monthly con- 
tributions since their salaries having been earned outside British 
India will not be taxed but they will get the advantage of the 
exemption from income-tax of the interest on the investments of 
the fund 


28 Interest on accumulated balances in recognised provident 
funds (Section 58 F ) — (i) Interest on accumulations in recognised 
provident funds is exempt from income tax but not from 6uper-tax 
up to a rate to be fixed by Government which is 6 per cent at 
present In some funds a provisional rate of interest is allowed to 
the employees in the first instance and the difference between the 
interest actually earned by the fund and the provisional rate so 
allowed is distributed between the employees on a basis which Ins 
some regard to the length of service of the employees In such 
cases, the interest credited to the individual accounts should be 
exempted in so far as the avenge interest earned by the fund as «a 
whole does not exceed the prescribed rate of interest 

(t0 Interest on sums credited to an employee's account in a re- 
cognised Provident Fund, which sums represent Ins share of the 
appreciation in the value of the securities held by the Tund, is to be 
regarded ns interest wathin the meaning of sections 58-A (/) and 
58 C (Did) 

29 Interpretation of ' salary” tn relation to recognised pro- 
vident funds [Section 5S F (I)] — ^That the expression “salary 
as used in Chapter IX- A of the Act does not embrace ever} thing 
taxable under the head salaries" m iccordnnce with sub section 
(1) of section 7, is obvious from clause (b) of sub section u) of 
cictian "}* C read with <1 nisi (b) of section 58 D Tor the purpose* of 
Chapter IX-A, “salary includes «o much only of an employee a 
remuneration as is of n specific monetary amount and is pavaHo 
f>eriodica!lv It includes * «a! try ’ (in the more general sense in 
which that expression embraces “wages ’) which is received by 
any categorv or eroplovecs othei than those excluded in cJnu*o (c 
of fc< twn 5^ \ 
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30 Accounts of rccogntsed provident funds ( Secttons 58 T 
and 58 J) — (i) The accounts of recognised provident funds are to be 
maintained in the for n prescribed in the Indian Income tax (Pro- 
vident Funds Belief) (Central Board of Bevenue) Buies If a 
concern has seveial branches the annual abstracts of the provident 
funds accounts should be sent by the employer to all Income tax 
Officers who are responsible for assessing the employees 

(n) The accounts to be made under the provisions of section 58-J 
must show in respect of every employee the particulars given in 
rule 8 of the Indian Income tax (Provident Fund Belief (Central 
Board of Bevenue) Buies 

31 Treatment of a fund transferred by employer to trustees 
(Section 58 K) — (t) An} sum transferred by an employer before 
coming into force of the Indian Income tax (Provident Funds Be 
lief) -Vet 1929 to the Provident Fund of his employees which has 
been converted into an irrevocable trust is a permissible deduction in 
assessing the profits of the employer Sub =ection (I) of section 
58 Iv operates with reference to an} assessment made after the com 
ing into force of the Provident Funds Belief Act \H of 1929 
tohenecer the conditions necessary to its operation are satisfied The 
conditions necessary to its operation are that it can be predicated 
of the employer — 

(а) that he maintains a Provident Fund for the benefit of 

his employees 

(б) that he has not transferred the Fund or relevant portion 

thereof 

(c) that he transfers the Fund or relev ant portion 

The use of the perfect tense in the definition of condition (b) and 
of the present tense in the definition of condition (c) shows that 
the'e conditions cannot be satisfied bj anv emplojer who having 
alreadv transferred the Tund or relevant portion before the Provi 
dent Funds Relief Act caine into force was not when the Act came 
into force in the position of not having transferred it and was 
therefore not in a position to transfer it 

00 It must not be overlooked that while an employer who lias 
effected a transfer before tl e coming into force of the Provident 
Funds Belief Act will not suffer the loss resulting from the opera 
tion of sub •* etion (I) of section oS K he will as a corollary no 
enjov the benefit resulting from the operation of sub section (-?) 
of that section 

(in) Lmployers subscription to an ui recogm ed provident fund 
raav be treated as business expen e it the conditions laid down in 
pangraph 04 are satisfied Lump transfers of accumulated sub 
scnptions with or without interest thereon made after the Provi 
dent Funds Relief Act 1029 came into force are governed bv 
section a 5 * K winch is specificalh made applicable to unrejogni ed 
as well as to recognised funds 
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| 5 " ot <jualified for recogmhon^mlS tte™!" 1 1 Is 

f’TtjujtantR the right to re™ive navl„i n 7n. 3 confcr ™ «>>° 
•mcc whenever participation 1B d,SconTm e d he accum " htc ' J bal- 

place out of J India ? [! ’section S3 "c (if fe)T"lf" P r ">'<r«l 
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particuhr emplour If a concern has j( s principal pi ice of b»,i 
ne s in British Indn, there 15 no objection to the foreign staff— 
iliat is the st iff outside Bnti'h Indn-sub*cnl>mg to the Provuhnt 
xuntl I hey wil not get any rebate of tax on the wont hh con 
tnbations since their $ a/aries having been earned outside British 
indn will not be taxed bnt the\ will get the advantage of the 
exemption from income tax of the interest on the investments of 
the fund 

28 Interest on accumulated balances in recognised j rondnit 
funds (Section 5$ F ) — (0 Interest on accumulation* m recognised 
provident funds is exempt from income-tax but not from supertax 
up ro a rate to be fixed by Government which is 6 per cent at 
present In some funds a provisional rate of interest 1 * nlloued to 
the emplovees in the first instance and the difference betuoen the 
interest actually earned by the fund and the provisional rate «o 
allowed is distributed between the enplmee-. on a bisjs nbi»b Ins 
come regard to the length of service of the employee* In such 
cases, the interest credited to the individual account* should be 
exempted in *o far as the average interest earned by tho fund a* a 
whole does not exceed the prescribed rate of interest 

( 11 ) Interest on sums credited to an employee's account m n re 
cognised Provident Tund, winch sums represent his share of tie 
appreciation in the value of the securities held by the Tund, is to to 
regarded as interest within the meaning of sections 55 * \J) nrd 
58-C (l)(d) 

29 Interpretation of "salary'' in rc/ahon to rccognied pa 
vtdcnl funds [Section 5S F (2)] -That the cxnrt ^on sa jr 
as used m Chapter IX- \ of the Act does not ^^^?cc‘on 
taxable under the head salaries" in f7) of 

U) of section 7 is obvious from clw=c r ( J ) , ) of „ , f 

remuneration ^im^jttnenl e cnw 

which 1 "that cxrre ion embrace* ^ ^Amic.nn'rhuw (r» 

any categon of omplovce* oth.r than tho e ixelndcl 

of section \ 
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30 drcoimte of recognised provident funds ( Sections 58 l 
and. 58 J) — (i) The accounts of recognised provident funds are to be 
maintained in the form prescribed in the Indian Income tax (Pro 
vident Tunds Relief) (Central Board of Revenue) Rules If a 
concern has several branches the annual abstracts of the provident 
funds accounts should be sent by the employer to all Income tax 
Officers who are responsible for assessing the employees 

(n) The accounts to be made under the provisions of section 53 J 
must show in respect of every employee the particulars given m 
rule 8 of the Indian Income tax (Provident Fund Relief (Central 
Board of Revenue) Rules 

31 7 reatment of a fund transferred by employer to trustees 
(Section 58 Jv) — (0 Any sum transferred by an employer before 
coming into force of the Indian Income tax (Provident Funds Re 
lief) Act 1929 to tie Provident Fund of his employees which has 
been converted into an irrevocable trust is a permissible deduction in 
assessing the profits of the employer Sub section (1) of section 
58 Iv. operates with reference to an) assessment made after the com 
ing into force of the Provident Tunds Relief Act \H of 1929 
whenever the conditions necessary to tts operation are satisfied The 
conditions necessary to its operation are that it can be predicated 
of the employer — 

(a) that he maintains a Provident Fund foi the benefit of 

his employees 

(b) that he has not transferred the Fund or relevant portton 

thereof 

(c) that he transfers the Fund or rele\ant portion 

The use of the perfect tense in the definition of condition (b) and 
of the present tense in the definition of condition (c) shows that 
the e conditions cannot be satisfied by an\ emplo)er who having 
already transferred the Fund or relevant portion before the Prow 
dent 1 unds Relief Act came into force w as not wl en the Act came 
into force in the position of not having transferred it and was 
therefore not in a position to transfer it 

(«i) It must not be overlooked that while an emplo)er who has 
effected a transfer before the coming into force of the Prouder t 
Funds Relief Act will not suffer the loss resulting from the opera 
tion of sub section (J) of section o3 Iv he will as a corollary no 
enjoy the benefit resulting from the operation of sub section (-.’1 
of that section 

(m) I mployers subscription to an ut recognised provident funi 
maj be trt, ited as busme •> expen e it the conditions laid down in 
pangiaj h G4 are satisfied Lump transfers of accumulated sub 
ecriptious with or without intercut thereon made after the Provi 
dent Funds Relief \ct 1^29 came into force are governed b\ 
section Iv. which is specific illv made applicable to unrecognised 
as well as to recognised funds. 
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secf.cn 8 of the Act should not be apphel to detect he mtef 
pretat.cn to be given to these words „ section 4 (™M sSce the' 
> ords as need id section 8 are in » specially restricted ’sense and 
do not cover, for example, interest on so typical a form of securjiv 
as a mortgage Nor should the meaning of the word “securities^ 
m section 4 (3) (in) be restricted to the ordinary limited legal sense 
l n ™ cb j fc must always have reference to a loan Ptow&uA 
rfent Funds are entitled to invest in any trustee security, and it 
has not been the intention of Government to discriminate between 
the various classes of investments which are thus legally authorised 
I he woid 4 securities" in section 4 (3) (id) should therefore be 
interpreted as covering all securities mentioned in section 20 of 
the Indian [Trust Act 


33. Perqutsites or benefits not capable oj conversion into 
money -~(0 The provision in section 3(2) (ix) of the Act of 1918 that 
“any perquisite or benefit which is neither money nor reasonably 
capable of being converted into money’ * was not liable to tax, has 
been omitted in the Act, as the existence of that provision made it 
impossible to assess to income-tax, for example, rent-free residences 
in cases where the assessee had not the power to sub-let, while 
rent-free residences were liable to the tax where the assessee had the 
power to sub-let. An explanation has been added to section ? (1) 
of the Ac t specifically providing for the taxation of perquisites in 
the form of rent-free residences 


(ii) Under section 7 ( 1 ) of the Act, all perquisites received by an 
employe in lieu of or m addition to salary or wages are liable to 
the tax House-rent allowances and the value of rent free quarters 
form additions to the remuneration of an employ 4; and even where 
residence in a particular town or building is necessary for the pro- 
per performance of the employes duties, 6uch allowances or per- 
quisites cover expenses of a. personal character which the employ^ 
would othenvise have to mew do not therefoor meet ex- 

penses wholly and necessarily incurred in the performance of the 
duties of an office or employment of profit" and are therefore not 
covered by the exemption in section 4 (3) (t>0 of the Act and are 
•taxable under section 7 or section 12 


' (ml Two conditions have to be fufilled befoie the exemption 
specified m section 4(3) (vD can apply The expends incurred by the 
employ^ must be wholly ana necessarily incurred in the perform- 
ance ot his duties as an employ'd, and the allowances or per^tes 
must have been granted by the employer with the i set purpose > of 
meeting the extra expend thus caused to the employ d, and that 
*xtra exuen^es onH It is thus a question of fact in eatfi ca e 

whether house rent allowance or the value ot rent-tree quart ers .s 
exempt from the tax, but the following examples will serve to indi__ . 
cate the lines on which the decision f JSS3Sm=— ' 

(a) A currency ofii_cec.3£gjgraPtcd re 
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office is neccs<?nn for the proper performance of his 
duties lie will he Inblc to the tax on the value of his 
rent free quarter-?, since he would in an) case have 
had to provide lurn'olf with a residence, and the per- 
quisite doe-* not therefore meet expenses wboll) in- 
curred m the performance of the duties of an office or 
cmplo)ment of profit 

<b) \ tirm in Calcutta makes a practice of providing its 
employ Is with rent free quarters, and houses come of 
its employs m its business premises ns resident 
clerks The employes of the firm, including the resi 
dent clerks, will, ns in the previous case, be liable to 
income tax on the value of their rent free quarters 
fr) \ Government office has its headquarters in Bombay, 
but proceeds for some months in the )ear elsewhere, 
and grants its ministerial establishment house rent 
allowances or rent free quarters m the place to which 
it proceeds with the specific object of providing for the 
maintenance of a second and, from the point of view 

* of the grantees unnecessary residence in order that 

the) mav perform their duties there The allowance 
or the value of rent free quarters will be exempt from 
income tax 

(ip) In all cases where rent free hou es form part of the per 
, ' such a house to the occupier 

more than 10 per cent of 
_ „ employ^ is pomded with 

rent free furnished quarters, no attempt should be made to split 
the value of this perquisite into its component elements t e , rent- 
free quarters and rent free urnfiture The maximum of 10 per cent 
of Falary should be applied to the perquisite as a whole 

(p) Such perquisites as (for example) tiffin domestic services or 
the value of passages b) rail or steamer provided by employers free of 
charge for their employees are not taxable because they are not 
convertible into money and there is no special provision in the Act 
in regard to them as there is in regard to rent free quarters but 
passage money paid in India bv an emplo)er to his employ^ to 
enable him to go on leave is liable to tax If, however, passage 
money is remitted by the employer to the United Kingdom or a 
Colony and paid there to an employ 6 on leave m such country it 
should be regarded as a leave allowance covered by the exemption 
(22) in paragraph 17 

(pi) The Delhi moving allowance and ' Delhi Camp allow- 
ance” which is granted to the members of the office establishments 
of the Army Headquarters and of certain Civil attached offices of the 
Government of India during the period of their stay at Delhi and 
the Simla Hou«e Kent Allowance granted under Kule 19 of the 
Simla Mlowance-? Code and the value of rent free quarters in lieu 
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thereof fall under example (c) above and are exempt from the pay- 
ment of income fax Special allowances granted solely to meet 
the higher cost of living in a station such as Compensator} local 
allowances and the Cutch exchange compensation allowance are 
liable to the payment of tax 

(mi) jRewards granted to officials for passing compulsoi} examm 
ations must be distinguished from grants made to assist candidates 
to meet the expenses of preparing for such examinations Such 
tuition grants fall undei section 4 (3) (vi) of the Indian Income tax 
Act (\I of 19t2) and are not liable to ta\ e\en if they are only 
paid to successful candidates Foi example sums of Ks 150 and 
Rs 200 paid to military officers who ha\e passed the Urdu quali- 
fying and Preliminary Urdu examinations respectnel} are tuition 
grants — not rewards — and are theiefore not liable to income-tax 
(see also paragraph 36) 

(cm) In addition to classes or portions of “Salaue-*” drawn b) 
officers and other ranks of the Aimy m India (British and Indian) 
mentioned in paragraphs 17 and 23 the following allowances are 
not liable to income tax — 

Messing allowance , 

S^ce allowance, 

Forage allowance. 

Detention allowance , 

Meal money. 

Quarterly kit and clothimr allowance , 

Outfit allowance , 

Tentage allowance whether separate or included in pa> 

Hor«e allowance. 

Trailing and com chance allowances, and 
Auj capital sum received in commutation of the whole or a 
portion of a pension or in nature of consolidated 
compensation for death or injuries oi in payment of 
anj Insurance Pohca or as “the accumulated balance 
at the credit of a subscriber to am such Pro\ idenl 
Fund 

ttx) Tiie emoluments drawn by the officers and other ranks of 
tlie Ann\ which are liable to income tax are 

1 Regimental Pit Comnnwil or charge allow imce> Stiff 

Pa\ P <5 C Pa\ and Sepiration allowance 

2 Ordnance Fiv 

3 Corp^ or Piume^r Pa\. Batta or field aliov ance 

4 Bodcrinsr allow n nr r 

r \ \ iku of r« n i jint«M f«>fh « 
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G or proficiency pay 

7 Extra duty pay 

8 Gratuities under Piy and Allowance Regulation*, para- 

graph 137 (I) 

0 \nnmtics under Pa\ and allowance Regulations, para- 
graph 137 (III 

10 Bounty mone\ 

11 Pension drawn m conjunction with pay 

12 Separation allowance 

13 Furniture allowance 

11 Pensions (except wound or disability) paid in India to 
British and Inditn officers and men th“ir widows, 
children and dependants 

15 Half \ early gratuity paid to temporary nursing sisters 

(x) The Marriage allowance is not Usable if paid to the wife of a 
soldier unless the total income of the wife including the allowance 
exceeds the minimum taxable* limit Similarly Maternity benefit 
is liable only if the total income of the c oldier s wife including the 
benefit exceeds the minimum taxable limit 


(xi) The handling charges granted to Station Masters are not 
liable to income ta\ since they are intended solely to cover certain 
expenses that the Station Masters have to incur as such 

(xii) As regards the liability of language rewards and examma 
tion fees see paragraph 36 

34 Casual gams [Scclion 4 (3) (m0 ] — (i) In order to obtain 
exemption under this sub section receipts must comply with two 
conditions viz — 

(11 the\ must not be the pioc^eds of a profession vocation 
or occupation, or arise from business that is from 
any adventure or concern in the nature of trade, 
comm a rcc or manufacture [See section 2 (4)] and 

(2) they must be of a casual and non recurring nature 
(«) Both these conditions must be fulfilled It is important to 
’ yet ma/ not be of a casual and 
the High Court of Judicature 
■ Kalyan Das ccrsus Crown (1, 

The following are illustrations 
of the effect of the provisions of section 4 (3) (mi) — 

(1) V purchase* a house with a view to re selling it at a 
profit Ills profits from the transaction are liable to 
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income-tax (even although it he an i-olited tr mic- 
tion )» B pinch j«cs a house for In ^ own Rsidcnce 
and Jatcr on sells it at a profit fli* piofit is not hallo 
to the tax 


^ "ms a j>ri7e in ft lottery or a bet on tlic rice course, 
His receipts therefrom are not tax ihle B is tt book- 
maker His profits from betting are taxable 

(3) A is a professional beggar Ilia receipts from 

mendicancy are not exempted from t/ie tax by t]m> 
sub section 

(4) A make* a practice of speculating in the purchase ind 

sale of abates ITis profits therefrom \re liable to the 
tax B purchases Tndnn War Loan ]OJ0-1')17 it 
redeemable at par Tlic premium rcccnod on redemj>- 
tion after a period of xc ir> is not li ible to the 1 1 \ On 
tbc other hind the jield from Treisury Bills arising 
from their issue at a discount and rep n men t at par 
after 12 mouths or some shorter period is liable to tbo 
tax under section 12 , though ns this yield is not in- 
terest, the tiv is not deducted nt the source under 
section 18 (?) 

(5) A man writes a IkjoI IIis receipts fumi its nh arc t ix- 

nb/c 

(0) Bump sum logic us are ox* m/»t , annuitn s granted mdi r 
a u ill are not i xc mpt 


35. Jncomc-tor Authorities (Stchon 5) — it) f lhe Central 
Board o/ Revenue is ippomtul by the ftnvermir fitn^rrl in Coun- 
cil Its specific powers are mentnni 1 in tie a irions nations, 
e g , section 2 (C) t 2 (77) (b), 5 ( r A. IS (fi) and V> link s for i arry- 
ing out the purpo«» s of the \ct are made 1>\ tbr C<nfn| Board of 
n hirh III -n i-su, in->tni< Don, nginlin" Dio ml. rj". 1 itinn 
of the provisions of the \i t and tin ml' % nnd u » ntriisted with the 
general ndmmistnt'on of the Act 

fti) (n) 'IJn he vd of the Income t»x iVpirtimnt of a \ rm me or 
other * j* eifi* <! nr« i is tin Cotnmt'W rr of tun me lux wl<> h 
nppom'eij by tin Ofe.rnor Omni m Cminril Tin n t of <1 «* 
fn on < fax 'a'T m a jirmince or o’t r •[* if'/l irn "w wB'h* 
mte to him nnd the* are nppoinVd nnd di*mt*"d hi hm I J* 


• f / III) 1 'S T 

T»u— 1 1 XI' 


» I 
\ 
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power of appontmeiit and dismissal of Assistant Commissioners and 
Income tax Officers is under section 5 ( 4 ) “subject to the control ot 
the Governor General in Council”, but the Governor General in 
Council exercises this control through the local Government under 
the provisions of the following order - 

“The Governor General in Council desires to utilise the agency 
of the Governor in Council of each Governor’s province m the 
following matters onlj in relation to income-tax, — ■ 

(i) the appointment by a Commissioner of Income tax of 
an} person to the substantive post of Assistant Com- 
missioner of Income tax or Income-tax Officer shall 
be subject to the previous approval of the Governor in 
Council' 

(b) For the promotion of an Income tax Officer or appointment 
of an officer of a Provincial Civil Service to the post of Assistant 
CommiS'ic icr ot Tncorne-tax, the Commissioner of Income tax 
should consult the Local Government and submit Ins nomination (of 
the Officer approved b} the Local Government) to the Public Service 
Commission through the Centra! Board of J’evenue 

(u) \ny Assistant Commissioner of Income tax or Income- 
tax Officer who has been dismissed or removed from 
office or whose increment of pav has been withheld by 
the Commissioner of Income-tax shall have a right of 
appeal to the Governor General m Council 

(c) While as regards the appointment of such officials the Com- 
missioner is subject to the control of the Local Government, he has 
full power to specif} the functions to he performed bv each official 
and the areas person*, and classes of income in respect of which 
these functions mav be e\» reined He mav appoint one or more 
Income tax Officers or Vssistint Coinmis oners for the same area 
and allocate the work to he done bv the i i in such manner as lie 
thinks fit 

The specific powers conferred ujon him in regard to income-tax 
assessments are specified in sections 23 (I), 32, 3J, 37, 54 (2) 
second Proviso fil (3) anil 6f> of the \ct In particular lie is vested 
with power under section 33 to review anv orders passed bv am 
income tax official and lie done mav under section GG of the \tt, 
state c iso-» for the opinion of a ITigh Court 

(nfl The functions of Assntaut Commissioners of IncomcAaz 
/ are xnunlj appellate, but thev al«o exercise superv ision over the worl 
of the Income t ix Officers The particular jxawers conferred nn 
them bv tlu \ct are set out m sections 23 (1), 30 (2), 31, 37, 3S. 
39, 42 (2> and 53 


w ? 
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(tv) (a) Income tax Officers are the assessors While Section G4 
ot tile Act specifies the particular Income tax Officers by whom 
assessments shall be made, t e , prescribes that assessments shall be 
made in the case of a business bv the Income tax Officer of the area 
wheie the puncipal place of business is situated, and in all other 
cases bj the Income tax Officer of the Area m which the assesses re 
sides, sub section (4) of that section provides that every Income tax 
Officer shah have all the powers conferred by or under the Act on 
an Income tax Officer m respect of any income, profits or gams 
teeming or arising or recened within the area for which he is 
appointed This particular provision was inserted mainly m order 
to permit of enquiries being made into the profits of a branch busi 
ness b) the Income tax Officer of the place in which the branch is 
situated and in order to enable every Income tax Officei to make 
enquiries regarding all income, profits and gams arising or accruing 
within the area to which he is posted even though the assessment 
m respect of the particular income, profits or gams ma} not be 
made by him Income tax Commissioner should therefore secure 
by issuing instructions or otherwise that there is no overlapping in 
this matter and that the same person is not assessed to income tax 
by more than one Income tax Officer but should at the same time 
.secure that ill Income tax Officers shall give the utmost assistance 
to the assessing Income tax Officer in regard to any property , in- 
come, profits or gains within their respective areas which are liable 
to assessment elsewhere 

(b) While it is intended that the work of making assessments of 
bearing appeals and of passing orders in review shall ultimately 
be carried out by separate official* known as the Income tax Officer, 
the Assistant Commissioner and the Commissioner, as a complete 
whole time staff for income tax work has not yet been appointed 
in some of the provinces section 5 (4) makes provision for the 
continuance until such whole time staff is engaged, of the existing 
system under which individual officers exercise the powers of an 
assessing authority in respect of particular classes of income and 
of an appellate authority in respect of others while the reviewing 
authority is m certain cases also the appellate authority 

fc) While the income tax staff will as a rule be appointed m pro- 
vincial cadres there arc certain classes of cases for winch it ma\ be 
advisable that assessments should be made bv an ill India staff 
Such for example are the cases of mihtarv officers and of officers 
of other departments serving directlv under the Government of 
India who arc liable to transfer from one province to another and 
there ma> be other cases such as the assessment of railwaj com- 
panies which at nnv time it maj be considered advisable should to 
dealt with bv a special officer for the whole of India Snh sec- 
tion ( r >) of this section has been inserted to make provision for the 
appointment of special officers in so ch case* 
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(d) The officers ‘specified in the 3rd, 4th nnd 5th columns of the 
schedule below Iia\c been appointed to perform all the functions 
of an Income tax Officer, Assistant Commissioner of Income tax 
and Commissioner of Income tax, rcspccti\ely, in respect of the 
persons specified in the corresponding entry in the 2nd column 
thereof 


SCHEDULE 



Persons 

Officer appointed to perform the functions of — 

53 

*3 

£ 

l 

Income tax 
Olcer 

3 

Assistant 
Commissioner of 
Income tax 

4 

Commissioner of 
Income tax 

6 

i 

Employs of the 
Bengal and Jsorth 
Western Railway 

Income tax Offi 
ccr, Gorakhpur 

Assistant Com 
missioncr of 1 
Income tax, 
Allahabad 

pg| 

2 

Persons excluding 
pensioners and per 
sons emplojed in 
Aitov factories 
payable from Army 
estimates through 
| the Controller of 
Military Accounts, 
Eastern Command 
Meerut and 

Lucknow districts 
Meerut 

Income tax Offi 
cer Military 
Circle, Meerut 

i 

Assistant Com 
missioner of 
Incomotax 
Meerut 

Do 

3 

Employs of the 
British India Cor 
poration Ltd sta 
tioned at Rangoon 

Income tax Offi 
cer Cawnporo 

Assistant Com 
missioner of 
Incomotax 
Cawnporo 

Do 

4 

Employes of the 
Assam Bengal Rail 
way 

Income tax Offi 
cer Chittagong, 

Assistant Com 
missioner of 
Incomotax 
Dacca 

Commis loner of 
Income tax, 
Bengal 

4 A 

Indian employes in 
Sind Punjab nnd 
Delhi of Messrs 
Rallt Brothers 

Income tax Offi 
cer B Dim 
sion Karachi 

. Assistant Com 
missioner of 

I ncome tax 
Sind , 

Commissioner of 

I ncome tax, 
Bombay 

6 

European emploj 6s 
in British India and 
Indian empliy^s in 
Bengal, Bihar and 
Orissa Assam and 
the United Pro 
\ inces of Messrs 
ItalU Brothers 

Income tax Offi 
cer, Calcutta 
District IIIA 

Assistant Com 
missioner of 
Income tax 

Headquarters 

(at Calc itta) 

Commissioner of 
Income tax, 
Bengal 

6 

European employes 
of Messrs Ralli 

Brothers in Berar 

Do 

1 

Do 

Do 
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Officer Appointed to perform the functions of— 


Income tax. Assistant Commissioner of 

Officer. Commissioner of Income tax. 

Income tax 


European employs j Income tax Offi* 1 Assistant Com- J Commissioner of 


of the imperial cor, Calcutta, 

Tobacco Company, District OTA. 

India Limitod, and 
tho Indian Loaf 
Tobacco Develop 
ment Company 
Limited, in the 

B rovinccs of 

ombay, Madras, 

United Prov wees, 

Punjab, Bengal, 

Bihar and Orissa 
and Assam 

European omplojds Do. 

of tho Tobacco 
Mann facturors 
(India) Limited, 
and tho Printers 
(India) Limited, in 
tho provinces of 
Bombay, Madras, 

United Provinces, 

Punjab, Bengal. 

Bihar and Orissa 

and Assam I 

Imploy..* of Tho D°. 

u Slate -man Limited ' 
stationed at Lahore 
and Delhi 

fid. Pensioners residing Income tax Dm* 
outsido Bengal vv ho cor, Central 

nro under tho Audit Salaries Circle, 

of the Accountant Calcutta 

0 Cmp'S". 1 ’ B of S ”(!» bmmitxOin- '‘"“'“Jj i 
“ d ... “SJS: c"lc°Z • 


misnoner of Income tax, 
I ne om e t a x, Bengal. 

Headquarters 
(at Calcutta) 


neons Salaries J 
Circle, Calcutta! 


10 1 J'mploj/a of the , 
I East Indian Bail 


II Government »er j 
v ants serving out 
side Bengal who ] 
are umPr the audit 
of the Deputy Ac- 
couniMflt General, I 
Ctrl ( ml Bevrfine», ! 
Cnteutta 
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Officer appointed to perform tho functions of — 


Assistant 

Incomo tax Commissioner of Commissioner of 
Officer Incomo tax Income tax 


12 "Mil tors employs Income tix Offi As«i tant Com Commissioner of 

under the ou lit of cor Railways mi«ioner of Inco m e t q x, 

the Controller of and Mi cello Inc o m e t a x, Bengal 

Armj loetory Ac neous Salaries Calcutta 

counts, Calcutta, Circle Calcutta 

who ore eer\ tng 

outsido Bengal or 

whoso pension is 

disbursed by the 

said oflicer 

12A Pensioners and per Do Do Do 

sons employ d in 
Army Factories 
who«e pensions and 
salaries are pa\ 
able from 

hrai Estimates 
through the Con 
troller of Military 
Accounts Fastcrn 
Con mand Meerut 
and Lucknow Di« 
tncts, Meerut, 
who rcsido in 
Bengal 

13 Officers of the Income tax Offi Afs stent Com Commissioner of 

M omen s Medical eer Simla m s«ioner of Income tax. 

Service and of Income tax, Funjab 


14 Military emplo\6s Income tax Offi I AFsistanfc Com 
stationed m Sind cer, Ambata | missioner of 
who are under the 
audit of tho Con 
troller of Military 
Accounts R A 
F Ambala 


15 I Employes of tho I Income tax Offi I Assistant Com / Commissioner of 


Madras and South 
era Mahratta Rail 
way except those 
under the an lit of 
the Audit Officer 
Railwav Collieries, 
Calcutta 


missioner of 
Income t ax. 
Eastern Range 
Madras 
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ScrcrocLC — con(d. 


O fleer appointed to perform t) e function* of— 


Ar»i»f*«f 

Com tm mi oner of Commissioner of 
Income tar Income tax. 


O mrni'*ioner of 
Ineo m o-t s x, 
IVtiRfll 


ISA jprn«ion« m and per 
| eon* rmpI"V- i in 
j Arrtn J-aotnnc* 
who«e pennon* an l 
■atnnes ore ra\ 
aide from 

Aim\ Estimate* 
thrmich the Con 
troller of 3Ii!/tan 
Account*. F astern , 
Core mat'd, Meerut 
and Lucknow I)i« 
trietn, Meerut, 
who rveldo m 
Benzal 

13 Officers of the 
W omen a Medical 
Sen ice and of 
tho J umor 
Branch of the 


\r*i»tant Com 
itH«»on*t of 
Inenme t ax, 
Delhi 


Commissioner of 
Income-tax, 
Punjab 


h Militnrj emploi 6s Income tax 0115 
stationed in 'nnd ccr, Ambala 
who are under the 
audit of the Con 
troller of Militart , 

Accounts R A 
F , Ambol® 


15 | Employes of the J Income 



Madras and South 
ern Mahratta Rail 
way except those 
under the audit of 
the Audit Officer, 
Rail war Collieries, 
Calcutta 


Income tax Ofli I Assistant Com I Commissioner of 
cer, 4th Circle, I musioner of Income tax, 
Madras | Income tax, Madras 

Eastern Range 
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Schedule — contd. 


Officer appointed to perform the functions of 


^Assistant 
< ^.\us , jioner of 
<. ime-tar. 


Commissioner of 
Income-tax. 


Page 18 % — 

For aerial No. 16 substitute th 
“10 All Government servants 
undor the audit of tV 
Accountant General, 
Madras, 


cant Com Commissioner of 
iioner of Jncometax, 
pmotai, Madras 
jtcrn Range, 


16-A All Government servants Incc 
who am under the audit Offic 
of the Deputy Aocount- Cucl 
an* General. Posts and 
Telegraphs, Madras, but 
do not resido in Burma 
or the Andaman Islands. 


Military Accounts, 
Poona aad South- 
ern Command, 
Poona. 


distant Com- Commissioner of 
hissioner of Income-tax, 
Income tax Bombay. 

Central Divi- 
sion, Poonft. 


18 I Government sorvantsj Income-tax Offi I Assistant Com- I Commissioner of 


under the audit of 
the Accountant- 
Goneral, Central 
Revenues (excluding 
Government ser- 
vants in the Indian 
Audit and Accounts 
Service attached to 
Railway and Postal 
Audit Offices and 
Currency Offices, 
Rangoon and 
Madras), the Mili- 
tary Accountant- 
Go no ral. the Doputj 
Accountant Gene 
ral. Posts and Tele- 
graphs, Delhi, or 
the Audit Officer, 
Indian Stores Do 
partraont, and Go 
vernmont sera ants 
resident m tho An- 
damans who are 
subject to tho audit 
of tho Deputy Ac- 
countant General, 
Posts and Tele- 
graphs, Madras. 


cer. Salary 
Circle, Delhi. 


mtssioner of Incomet ax, 
Income-tax, Punjab 
Delhi. 


Sorrel No 
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SCHEDULE ' — contd 


19 



Officer appointed to perform the functions of—- 

Persona 

Income tax 
Officer 

Assistant 
Commissioner of 
Income tax 

Commissioner of 
Income tax 

2 

3 

4 

5 

Persons (not being 
t-x enemy nationals) 
paid through the 
Controller, Local 
Clearing Office 

Income tax Offi 
cer, Salary 

Circle Delhi 

Assistant Com 
mi 'loner cf 
hcomotax, 
Delhi 

Commissioner of 

I n c o me tax 
Punjab. 


Tage 183 — 

Alter serial No. 19-A tnt'rt the following 


>• JflB Pensioners who drew their 
pens ions from the Hyder 
abad (Deccan) Treasury 
and are under the audit of 
the Accountant General, 
Central Revenues 


and Central In lia Ilranch Bom 

Railway and the bay Citj 

Groat Indian Pemn 

aula Railway ox 

cept thoso under 

the audit of the Au 

dit Officer Railway 

Collieries, Calcutta 


B Di\ision, I 
Bombay City I 


(Correction L ut ho. 2.) 
is I Bomba} 


22 Go\ernment eer Income tax Offi Assistant Com 
\ ants un ler the cer, 5>alar\ missioner of 
audit of the Deputy Circle, Nagpur I n c o mo tax 

Accountant Cone Southern 

ral Posts and Charge, Nag 

Tclecraphs, Nag pur 


Central and 
United Pr® 


23 Emploj6s of the Income tax Offi 
Eastern Bengal «r, Railwas 
Railwav and Mi-cella 

neous Salanoa 
Circle, Calcutta 


Assistant Com Commi'aioner of 
mis^ioner of Incomet ax 

Income tax Bengal 

Calcutta, 
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Persons not resident Income tax Ofll- 
m British India who cer, Non-Rcsi- 

ft ppiy for refund of dents Refund 

income-tax under Circle, Bombay 

section 48 of the 
Indian Income tax 
Act, 1923 

Religious and chan Do, 

table institutions 
outudc British India 
not hable to incomo 
tax under section 4 
fJ) (t)andft»)ofthe 
Indian Income- 
tax, Act applying 
for refund of tax 
deducted at source 
. on interest on ee- 
I curities or for ex- 
omption certificates 
in respect thereof, 

24-B “ Thana Funds ” ad Do. 

ministered by Poli- 
tical Agents in 
Kathiawar. 

2!> Persons not resident pa. . / 

in British India with 
income arising in 
more than one pro- 
vince. 

Pen'ionom who draw Do. 

tfi A ir pensions in 
tho United Kifljf- 
<1 >m and reside in 
Indian States. 

20 All persons assessed 
under section 41 C. 

27 Employes of the 
American 'United 
Proslij terian Mi* 
eion, nnidingintho 
Unite,? Prot men. 
tli« Punjab and th** 

Kortb West Fron 

titr Previn's* 


Assistant Com- 
missioner of 
I nc om e-tnx, 
A Division, 
Bombay Citj. 


Income tax Ofil- 1 Assistant Com 


muwioncr of 
Income tar 

Lahore, 
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Officer appointed to perform tlio functions of — 


Income tax 
Officer 


Fmploycci ot th 
Church Mi'aiOnerr Officer, Lahore 
‘fi'Cietj Cl arch cf 
J r gland Zenana 
A|winn«rj Society 
and Church and 
Minion Central 
, Council o! the 

Church Mia unary 
Society re*idinp in 
| tho Punjab },nrih 

I fiat frontier pro 

since- Baluchi tan 
and ‘find 

Tmplosdi of all Rail Income tax ODi 
was Collieries who cer Railways 

am under the audit and Mi«ccl]a 

oftho Audit Officer, neous Salaries 

Railway Collieries, Circle, Calcutta 

Calcutta 

All employes in tho Do , 

Posts and Tele 
graphs Department , 

under the Audit of 

tho two Doputy I 

Accountants Gene 

rat, Tests nnd Tele 

graphs (Postal and 

Telegraph Branches) 

Calcutta ^ 

30 Fmploy^s of the Income tax Offi 
India General Navi cer, Dutnct \ 

gation and Railway A, Calcutta 

Company, Ltd and 
Riser Steam Navi 
gation Company, 

Ltd working in 
Bengal, Bihar and 
Orwtv nnd Assam, 
except those svfo 
carry on business in 
addition 

Employes of W, T, Do 

Henley’s Telegraph 
\\ ork- Company 
Limited stationed 
at Bombay, 

Karachi, Lahore 
Delhi and Madras 


Commissioner of 
Income tax 










So hr as investors are concerned, therefore, securities i^ued 
income ta\ fieo, whether by the Government of India or by Local 
Governments, stand on exa< tly the same footing, that is, income ta\ 
is not payable on the interest received therefrom by the aw«ee, 
but the interest lcceived therefrom is taken into account under 
section 1G U) of the Act in determining the total income of the 
as^o^ee for the purpose of deciding whether he is liable to income 
ta-c and also for determining the rate at winch he sha/I pav income 
tax on his other income It should be included in the total income 
of the jear in which it is paid Ihe came remarks appty to Gov- 
einment securities purchased through the Poet O/hce and held in 
the custody of the Account Hit General, Posts and Telegraphs (see 
paragraph 18) Supertax is however, pa) able b) the recipient 
in respect of such interest, since, under *ecfi«n oS of th 0 Vet, the 
provisos to this section do not appl) to supcr-ta\ 

(»*) For interest on othei secmities, which are entirel) exempt 
from tax see paragraphs 17 (10) (12) and (27) 

(rn) Tor interest on securities held b) Provident Punds, etc , 
cee paragraph 32 

(nit) llic interest on securities held by n Co operative Society 
is liable to income tax (see paragraph 18) 

Ox) Where a bank or other concern engaged in business similar 
to that of a Bank receives deposits of Icins in the course of its busi 
ness and invests the mone) so borrowed ns occision arises it should 
be allowed in computing its liability to income tax to set off the on 
tiro interest on such borrowings against its entiro income liable to 
tax No attempt should be made for example, to allocate n pro- 
portion of the borrowed rnonov to investments in tax free securities 
and to set off the interest of such proportion agunst tin tax free 
securities instead of against the taxable income 

(t) But (ns an exception to the foregoing) in the rire cases in 
which there is definite proof (not ft mero infcniicc) that a certain 
sum was specialty borrowed b> a Bank or simihr concern for the 
purpose of investment in tax free securities and Ins been «o invested, 
the interest on the moiui s 0 lorrowed should he set oft against 
the interest on the tax free securities and not it„itii-t the income 


liable to income t ix 

On) \sscfisoes other than Bin? - or rimilar concern* mi) K cf oJl 
interest on rnonov borrowed specifieahv for investment in taxable 
securities *r Phare- and *o invested against their income liable to 
tax talm as a uhoh and not mereh against the interest on Midi 
securities or the dividends on such rinrts In all c ueU ei c* th t 
must le clear proof and not a mere inference that tin mornv wit 
crecifrealh itnrrtmril for nidi imi'tment and aetmllv invite I 
Th \ cannot Ik nllnvel to f t off a nn«‘ their income !nl !e to tax 
n, tore t on tnomv t rrowed for investment m fax fre* «« »»!)*' 
nn) 'O invested 

(tii) Tnrnrne tax 't ut not s \]m r tax) m re«pet or inc f me eh i »rgt 
»hlo under this l, vl i« <f«!iicf<ri at the *ourr/ 
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40 Projcrty {Section t)) -'-It) ihe tax is pa} able under tins 
held in re pect of propert} consistm 0 of ail} building or lands appur 
tenant to a building l*} the owner of such propert} Lands not 
attached to a Lui ’ding ate not cl ir 0 eable under this section The 
income domed from \acint limb* let out in urban areas for the 
purpo e c tj , of storing matt nils is chargeable to the ta\ under 
section 12 

(ti) Buildings or lands occupied bj tho owner thereof for the pur- 
pose-, of Ins own business are not hible to the ta\ under this liead 
This particular provision was inserted in order to a\oid the un- 
rccessan complications in previous \cts under which the annual 
value of such propcm w «s liable t the 1 1 \ under tins head and a 
corresponding deduction was allowed to the owner under the head 
* business * (Section 10) 

(hi) It is to be noted that it is onh the owner who is liable to pay 
tax undei this held Where a person demes an meome from house 
propertv which lie holds on 1 a e t> h n ouie i& chargeable under 
section 12 — other sources 

41 Pnjirtj — Definition of annual t ahte [Section 9(2)] — 

The tax is under the Ik id properta chargeable in lespect not 
of an} actual renttl or ca h received bi t of tl e bon i fide annual 
value’ The bona fide annual a ilae of a building is the full 
market value at which the buildup could be let from aear to }ear 
irrespective of anj charges b} wa> of municipal rates or t*x».9 tl ere 
on It therefore differs from the actual anniul rent pliable on a 
long term lease or the actual rent pa} able on a aearlj lease under 
*» privileged rental or with tenant s liabilit} to pa} owner s rates 
or taxes onlv limitation on taking the full market value is 
that m cases where the propel t> is m the occupation of the owner 

for the purposes of his own re*' ’ i t the inmni value is re- 

stricted to a maximum of 10 per cu t of the t til income of the 
owner The phrise totil income in tins definition has the 
meaning given to u m cc on 2 (1 1 tin \<t i z income pro 

fits and gams of such owner from all sources to which the Act 

applies and therefore does not include income derived from any of 
the sources specified in section 4 (3) of the \ct (such as, for 
example * agricultural income ) which are exempt from the tax 

42 Deductions allowed tn respect of property — (t) It is to be 
particularly noted that as stated in paragraph G9 no deductions are 
permissible on account of anv municipal or local rates or taxes n 
respect of propert} Nor can any allowance be made for brokerage 
for raising loans on mortgages and legal charges relating thereto- 
since such charges are in tl e nature of capital charges The only 
deductions from the annual value permissible are those speci- 
fied in section 9 (7) 

09 Where an assessee is the owner of several items of propert} 
within the meaning of section 9 (I) the allowance ldmissible under 
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that section should be worked out with reference to the annual 
valuation of the proper tv taker as a whole and not item by item 

(tit) Ordinarily, no expenditure is allowed as a deduction in cal 
•cuiiting income for the purposes of the Act except such expenditure 
•as has been incurred solely for the purpose of earning that income 
Under clause (id) of sub action (1) of section 9, there is no such 
restriction so that a property owner is entitled to set off, against 
ihe annual value of property, the interest payable on a mortgage 
■or other charge upon the property irrespective of the purpo c e for 
tv inch the encumbrance \ra, created 

(jd) The proviso to sub section (J) of section 9 has no application 
to interest on money borrowed for business purposes even though 
such money may have been borrowed on the security of the asses 
see s property 

43 Proof of expenditure irhcre deductions are claimed tn respect 
of * property [Sectton 9 ( 1 ) ] — Tbe allowance on account of 
repairs fr iz , one sixth of the annual value in the case specified in 
clause (0, and in the case specified in sub clause (til, the amount 
permitted by that clause] is a fixed allowance which should be 
granted without proof of the actual expenditure m any year arid 
irrespective of the amount of such expenditure It should also be 
.allowed in full even when an allowance is given lor ‘vacancy ‘ 
under section 9 (1) (cij) The allowances on account of the 
annual premium paid to insure the property against risk of damage 
or destruction or on account of annual charge or ground rent of 
land revenue or of collection charges must be supported by proof of 
the actual expenditure Interest that has fallen due on a mortgage 
•or capital borrowed for acquiring the property should, howorer be 
allowed as a deduction even though it may not have been actually 
paid 

44 Property Insurance deductions [Section 9 (J) (mi) ]• — 
The only insurance deduction permissible is the amount of the 
sinnual premium paid to insure tbe property against risk of damage 
or destruction In some ca^es owners insure against lo*<5 of rent 
Where an owner asks for an allowance on account of the annual 
premtum for such insurance it should be allowed if such owner 
■agrees to pav tax on anv amount recovered from the insurance 
•companv Where no such allowance s claimed or allowed tax i* 
not to be charged on the amount recovered from the insurance 
•companv 

45 Property “ Charge ” — [Section 9 ( 1 ) hr) ]~Dedneiion 
should be allowed under this sub section of (1) anv interest on a 
mortgage or other capital charge with which the property w on 
•cumbered (2) anv ground rent to which it is subject and fl) the 
amount of any interest pav able on capital borrowed for the purpose 
of acquiring the property even i! such interest pavments do not 
lake the form of charge* attached to the property itself 



193 


[V. 46 48 


46. Property Collection charges [Section 9 (1) (t>9 J — (9 As 
regards collection charges rule 7 fixes 6 per cent of the annual value 
as the maximum amount permissible Where a hou c e has re- 
mained vacant foi a period, this maximum, of course, would never 
be reached and in many cases there will be no collection charges 
The maximum amount permi«sible should be reduced in all cases 
where a house has remained vacant for a period to G per cent of 
the annual value is diminished by the amount allowed m respect ot 
vacancies Proof must always be given of the collection charges 
having been incurred Rule 7 simply provides that, where there 
is proof of collection charges such charges may be allowed subject 
■to the provision that in no case shall the amount allowed on account 
of collection charges exceed 6 per cent of the annual value 

09 Legal expenses incurred in recovering rents from tenants 
.should be treated as a permissible deduction included in collection 
charges subject to the following conditions — 

(а) Only net legal expenses that is, expenses after deducting 

any costs recovered from the opposite party will be 
deducted 

(б) The actual expenses incurred m excess of the costs 

deducted will be allowed m the year in which the 
decree is passed a further allowance for costs proved 
to be irrecoverable will be given later, if necessary 

(c) The total allowance for collection charges including legal 
expenses allowed must, of course, not exceed tbo 
statutory G per cent 

47. Property Deduction for unrealised rent — Unrealised 
•rent on any property is exempt from income tax and is also ex- 
cluded in computing the total income of an assessee provided 
that — 

(а) the tenanev is bond fide 

(б) the defaulting tenant has vacated, or steps have been 

taken to compel him to 'vacate the property, 

(c) the defaulting tenant i& not in occupation of other pro- 

perty of the a^escee and 

(d) the assessee lias taken all reasonable steps to institute 

legal proceedings for the recovery of the unpaid rent 
48 Property Alloicancc m respect of vacancies [Section 9 
(2) (di) ] — No fixed rule can be laid down regarding the allowance 
to be granted in respect of vacancies under clause (cti) Property 
is taxed on the annual value” which as noted above, is the com- 
mercial rent of a hou*=e— the rent which it would fetch if let bv the 
year Where the property is let at an annual rental corre c pond 
ing to the annual value it would be fair to allow a proportionate 
•deduction corresponding to the period of the vacancv, that i« if it 

v 2 
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were vacant for half the >ear, half the annual value might be- 
allowed Pioperty mij be let on short lease for a period Je^s than 
one \eai and fetch a rent for that period far in excess of what Ins 
been fixed as the annual value and in such cases no allowance 
obvious!) can be given Where a claim is made on account of 
vacancies the owner should be asked to state what the actual lental 
was that he had received for the period of the yeai dining winch 
the property was let and the amount allowed on account of \acan 
cies should under no circumstances, exceed the amount by which 
tlie rent received falls short of the annual -value There tan of 
course be no allowance m connection with an) property which is- 
reserved b) the owner for his private occupation A claim on 
account of vacancies can only be entertained in connection with 
property that ig usually let 

49 Property Limitation o f total alloicances [ Section 9- 
2) ]-The proviso to section 9 that the aggregate of the 

allowances made under that sub section shall in no case exceed the 
annual value was inserted owing to the new provision m section 24 
pioviding fo” the set off of losses under one head gainst income,, 
profits oi gams under an) other head Instances havo occurred of 
buildings situated m extensive grounds or on valuable sites being 
moit^aged for sums the interest on wlnc^ is far in excess of tho- 
annual value The result of this proviso is that the annual 
value of the property belonging to an assessee can in no case bo 
l educed to o minus sum owing to the allowances and that there can 
be no loss unaer this head to be set against income profits or gains 
jnder »nj other head 

50 Method of accounting for assessing vlcomc profits and gams 

under sections 10 11 and 12 ( Sec section 13 ) — (i) Owing to a 

High Court ruling refeircd to in paragraph 13 regarding the dtfim 
tion of the word income the provisions in the present Act have 
been so worded as to mal e it clear that as regirds income profits 
or from business professional earningB or the other sources 

mentioned in section 12 no uniform inothod of accounting is pre 
scnled for all tax pajers and that every tax paver nnj so fir os 
is jo sible •'dopt such form and S)stcm of nciounting ns is best 
suited for his purposes The only restriction lie tint the method 
ulopteo mu t be one that dear!) reflects the income of the n^e*wo 
m resj ct of the fixed penol of tV previous )eir and that it 
is the one reguhrl) emploved b) lum for t) e purposes of his busi 
iks If the tax pi) or docs not reguhrl) tmplo) a inethol of 
accounting which clearlv reflects his income for the jrcvioo <t 
venr the mint non will U made in such manner ns in tie 
opinion of tho Income tax Officer does clearly reflect it 

(it) There are two mam b ) stems of 1 ecping accounts There ts 
firstlv the cash Lists svstcni where a record is kept of actual 
reeupts and actual pajnicnts entries being made onlv when moiuv 
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is net in 11} collected or disbursed It is probnbl} unusunl for a 
tridcr to cilculitc Inn profits on this sjFtcm If le docs fo, it 
mint be remembered tint the difT* rcncc between the value of his 
opening nnd closing Ftocl s mint bo taken into account m com 
putir„ the vear s profit in order to secure a proper nnd even disln 
button of his profits over a senes of }cnrs Tliero is secondly, 
tho mercantile aceomtatic} sjstcm under which n profit and loss 
a^coun* is maintained and a compmon is made of the value of the 
stock in hand at the beginning and at the end of ench jear Under 
this latter s\«*em entries nrc made in the accounts on the date 
not of receipt of mone} or expenditure of monc> but on the date 
of transaction irrespective of the date of payment When goods 
are sold for example an entrj is made at once on the receipt side 
of th#* necount although no cash maj b receded it the time in 
paj ment of such goods and nn entry is snnilarl} made on the debt 
side when a habibtj is incurred although pa} ment on account of 
such liahiht} mav not ho made at the time — It will he the method 
of accounting adopt d for or by the tax pa}er therefore that will 
determine the period withm which anv item of gross revenue or 
any deduction therefrom is to be accounted for end which will 
determine wnether particular allowances are or are not permissible 

(in') It is for this reason that the Act does not contain a complete 
statement pf the deductions or allowances that are permissible or 
not permissible in working out business profits or professional earn 
ings cu.ee cer f am allowances or reductions can only occur where 
the mercantile accountanc} system is adopted There can for 
examp’e be no allowance for bad debts where the cash basis is 
the iretliod of accountancy emplo}cd Under the mercantile 
accountanc} sjstam as noted above an entrv is made on the receipt 
side when a palo is conclude 1 althou n l the money on account of 
such t salo has not been j ud and in mal ng up the accounts at the 
end of the >°ar such entries arc treatel as receipts and the tax is 
levied m these book profits Tt may happen that some of tbes» 
■* book profits cannot be recovered they are written off as bad 
debts when found to be irrecoverable and since such book pro 
fits have been included in the income assessad to income tax the 
bad debts must be written off against the bool profits in 
the }Cur in which they are written off in the accounts as irrecover 
able Where the cash system is adopted there can be no bad 
debts 

(to) A bad debt or irrecoverable loan cannot be allowed as a de 
Auction unless — 

(a) the asscs^e has wnten it off his accounts, 

(b) it has actually become bad or irrecoverable and 

(c) it actually became so in the previous year 

(o) The word irrecoverable in the term irrecoverable loan*' 
should bo given a wider sense than its technical legal meaning 
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(ct) The fact tint a loin oi other debt Ins become legally “j rre- 
corernbip ’ is not conclusive evidence that it is actually irrecoverable 
or bad . But a loan or other debt tint has become legally irre- 
coverable should ordinarily be treated as actually irrecoverable or 
’‘bad*’, unless the nssessee proves it to bo otherwise 

(rif) The contention often put Toward by assesses, or their re- 
presentatives that if n debt or Joan is written oh it can no longer 
be recovered by suit, should not bo admitted becauso a creditor 
who Ins written off a debt or loan m Ins accounts ns bad or 
irrecoverable is not in any way debarred from suing for its recovery 
unless the act of writing off is communicated to the debtor or it is 
agreed between the creditor and debtor that a certain amount fbalj 
be pat 1 and iccepted in full satisfaction 

(cut) Again, it will be the method of accounting that will deter- 
mine the particular yeir in which allowances common to both m*w 
terns of keeping accounts may be made In sub section (") of section 
JO of the \ct provision is made for allowances on account of rent 
paid, interest paid on capital borrowed, the amount of premium 
paid in respect of certain classes of msursneo, amount paid on 
account of current repairs, etc , and sub section (3) of eection 10 
states that the word “paid” means “actually paid ’ or * in- 
curred’ according to the method of accounting upon the basis of 
which profits or ga ns arc computed, i c , vvbcro the cash basis is 
adopted, it will ho the date of netual payment that will determine 
the year in lrliidi such allowances may be made, where is /f the 
mercantile accountancy nvstcrn ip adopted, the ntlownnc<s cm be 
claimed in the year in which the Inlnlity to pay accrued 

61. Method of accounting " regularly employed * \Seetwn 
13 ) — (0 The method of accounting regularly employed by an a^es- 
foc for the purposes of his business should, so far ns pebble, be the 
method rdopted for working out his profits for income tax purpo** «; 
but the Income tat Officer has to decide whether il at method of 
necounnn^ is tlio one rcgularfy cnploycd for the purposes of the 
assrscec's busmen and whether it is such as to n Fleet clearU the 
taxable profits for the previous year ’ In raoHnvi this Ftionld 
cause no difilcultv Doubtful ca c es should he referred to Whir 
nuthoiitns \s an example of the principles to he followed m 
Fettling doubtful ra^es tu<> instances of Fiieli cases are giun It 
is the practice amongst certain merchants to prepare their '’OcounU 
on tli* has s of the nicmntde nerountanev Fvstem *n rispe<t of 
t ons between them elw** -t r members of their own com* 
inunitv. hut on the \ t«is of ndi payments m the cn*e of tmn*ne 
tions between them'd* es ntul tfieir customers Provided tint the 
«ame is «n!iri»uoti*fv emphned, there afficars ta le no 

tvt‘o« wh\ this partnnhr fraetire f! ould not Ik* const 1 r*d to 1 * 
a "m tlio-l of arcouritmp r« r *uliilv « nif hived’* A aih there arc 
rn«rs where the various J rat dies of a business are rnlv dosed 
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once m luree or five years and wheru the accounts of the branches 
are not annually incor]>orated m the headquarters business’s 
accounts In such a case it might be possible to assess either on the 
average annual profits of the branches as disclosed bj the accounts 
last filed or on the actual profits brought to account owing to parti- 
cular branches closing in particular years 

(«t) The cases in which an assessee desires to change his account- 
ing system should be rare and where such a request is made, the 
Income tax Officer in considenng it should, as in the similar case of 
a demand for a change in the “previous year” (paragraph G), if he 
is prepared to allow the change, take steps to secure that no profits 
ebcape taxation on account of the change While section 13 leaves 
it to the discretion of the Income tax Officer to decide whether iw 
particular sj stem of accounting should be accepted or whether 
a change in the system of accounting should be allowed, the discre 
tion ol the Income tax Officer in this matter can be questioned in 
the course of an appeal against an assessment under section 30, t c , 
it may be made one of the grounds of appeal in contesting the 
assessment of the profits 

52. Business {Seciton 10) — (i) "Any business” in sub-section 
(2) of the section means “any business or businesses” 

(it) It was laid down m Inland Revenue Commissioner versus 
Maxso (XII, English Tax Cases, page 41) that “a profession in- 
volves the idea of an occupation requiring purely intellectual skill or 
manual skill controlled by the intellectual skill of the 

operator as distinguished from an occupation” (t c , a business or 
trade) “which is substantially the production or sale or arrange- 
ments for the production or sale of commodities” In this view a 
firm of architects or accountants or engineers cannot be regarded as 
carrving on ,v trade and should not be assessed as though they were 
carrying on a business 

53. Business deductions General — While, as Etated in para- 
graph 50, :t is not possible, owing to the variety of accounting 
systems, to prescribe exhaustive lists of deductions that are or are 
not permissible in the case of all businesses, section 10 (2) contains 
a list of allowances that are permissible in the case of all businesses. 
The following is a list of the deductions that are not permissible 
in the case of an} business whate\cr the system of accounting may 
be tbit is adopted — 

(а) Reserves for “bad debts” or for ‘ prow dent" or oilier funds 
or am other purpose such as the equalisation of profits or diwdends; 

(б) Expenditure of the nature of chant} or presents; 

(r) Expenditure of the nature of capital ; 

(d) Cost of additions to. or alterations, extensions or impro\c- 
ments of, an} of the assets of a business ; 
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(c) Sums pud on account of income tax or super tax in India or 
elqe " i eie oi am fax levied by any aothontj other than land 
revenue, Jotil rates or municipal taxe^ in respect of the portion of 
the piemises onl} x hicb is used for the pmposes of the business 
ahe q ur <t ion whether a salary paid to a partner is an admissible 
deduction for purposes of income tax, or m other woids the question 
whether a so called 'salar}” paid to a ‘partner” is real!} a 
sihrj or smaph an allocation of profit, is a question of fact to be 
■determined in each case, with releience to the circumstances (see 
Llectncal and Dental Stores versus Commissioner of Income tax, 
Punjat, V, Snnnasan s Tax Cas»s pages 234 237— Lahore High 
■Court) 

(/) Interest on the proprietors’ or partners’ capital including 
interest on lesene or other funds (cf Allahabad High Court 
Ca^e Lo 223 of 1023, m the matter of Lalla Mai Hardeo Das 
Cottoi Spinning Mill Co of Hathras, I, Srmnasan's Tax Cases 
page 266) , 

(tf) Pm ate or personal expenses of the assessee, 

(h) Dental aalue of property owned and occupied b} the owner 
of a business for the purposes of the business , 

( t ) Looses sustained in former y ears, 

(?) \ny loss reco\erable under an insurance or a contract of 
indemnity , 

(H) Depreciation of any of the assets of the business other than 
the depreciation allowed under section 10 (2) (ci) 

( l ) An} sums paid on account of an} ce&s, rate or tax levied on 
the profits or gams of an} business or assessed at a proportion of or 
otherwise on the basis of an} oiuAi profits or gams, 

(m) An} expenditure of an} Lind which is not incurred solely for 
the pirpo^e of earning the piofits 

Zi Bmtjiess deductions Irrccoierablc Loans [ Sectton 10 
<2) ] — (i) \\ here an isscs&ment is mnde of profits or income from n 
b mki ig or monej lending business, Joan* which cannot be recovered 
should be deducted fiom the a^se^ed profits of such business at 
the tune ihtn such loans can be definite)} pro* ed to be irrecoacr 
able I’or example, if a banker his lent out > lakhs of rupees and 
recent J Its >0 000 as interest but Ins during the c amo }eir lost 
«n irrc'xn cubic 'oai f R 23 000, be should i^> assessed on 
Rs J3 000 Simihih if the same banker receiving Rs 60,000 
as interest on Ins Joins suffers a Joss of an irrccoxcrable loan 
amounting to one l»lh during the same xear, the income to bo 
assessed to him i t ix from the mono} lending business in that 
\«_ir a ill be nd Uu ( example- wall appl} whether the ns=csseo 
Jntl jhcmousI} Iteen a-se-sed to income tax or not 
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Tins instruction f\ ill aim apph tn tin* assessment of other 
traders w1il*x loins Imo b<«.n unde in t< miection v ith tlir* hti*i 
ness in<l in whtch the* loans arc of the mturc of the busmen and 
the In , « i tme t ruling Io«« 

(ml The irrecoverable loans in the seme referred to in this pin- 
graph are mi net mu a confuted with the ‘lad debts described in 
paragnp'i .”0, hut thc\ are of a totalh dilTercnt nature Mono 
lent cut on nit ere t is the tmhintrilc of a nionej lender or 
ban! or and the loss of mhIi stock in trade can clearly lo regarded 
as a trading lo s Id t the loss if the ‘•to- k m trade of an\ other 
trader where the lo^s is not colored hi insurance In settling 
claims of this nature the question has nluais to bo considered 
avbctber monci -lending i q or is not, a j>irt of the business of the 
tnder m question lln» tmestment of **aungs or occasional loans 
made to acquaintances cannot be considered to be loans made in 
the cour«e of trading 

55 Allotcanrc on account of rent of bustness premises [Sec- 
tion V <2) vi» ] — The allow ancc referred to in this clause is only 
in respect of that { or t ion of the premises m whtefi the business is 
carried on and the simo limitation applies to all allowances relating 
to premises or buildings in climes (u> <ir) (r) (ci) and (cui) 
WLcre prenn*es arc owned b> the owner of the business of course 
no allowance on account of rent is permissible since the owner 
is not liable to paj tax on the annual \aluc of such premises 
under section 9 Where tho trader resides m a part of the busi- 
ness premises, the full rental cannot be set against the profits 
and tie Income tax Officer mus 4 , m each case, determine tho 
portun of the rent that may fo be set off 

5G Allowances oil urcount of repairs of business premises — (i) 
Where the a so ml is himself the owner of his business premises 
lie is allowed as a deduction the amount spent on repairs each >ear 
on the portion of the premises used for the purposes of the business 
under section 10 (2) (r) , where be is the tenant of the premises be 
is, under section 10 (2) (»i), allowed the amount expended bj lum 
on repairs if his lease requires him to execute repairs Where the 
premi es are occupied partly as a lesidence and partly for the pur- 
poses o' a business the same proportion of the disbursements on 
repairs should be permitted to be deducted as is taken m calculating 
the mu permissible under section 10 (2) (i) 

00 The phrase "current repairs’ in section 10, sub section (2) 
(t>) should be interpreted to mean such repairs required to keep 
building, machinery, plant and furniture, in serviceable condition# 
as are rendered necessary bj ordinary wear and tear (as opposed to 
accidental or wilful damage o** other unusual caus°&) and are of 
their nature recunent (supposing that the owner displays reason- 
able care and prudence in Leepim the asset, whatever it maj be, 
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w good order ) a i comparatively shirt intervals— say, at least, once 

l earS ,A l “l 0 ” ,dufe minor replacements (m 
respect of which it would be absurd to expect an entrj to be made 
in a .Mod, account or similar record or in anj records maintained 
for the purpose, of calculating dep-emat on) and also mere adjust 
eats of existing parts and m the casp of machinery or plant, any 
!deoti| C,nent ° r renC '' r '' 1 ,s not so erfonsire as to destroy its 


(tiO Expenditure on anything that ,f it had been done when the 
as c et vr'is new, woula haxe inciea c ed its capital value should be 
regaiaed ns t apital expenditure 

57 Business— A Uotcartce in rc^pe^t of borrowed capital 
Section 20 (2) ( ui ) J — (i) The allowance under this clause can only 
be given where payment of the inteie^t is not in an,} way depend 
eat on the earning of the profit* It cannot be allowed, therefore 
in respect of any borrowings the interest on which is not payable 
unless piofits are earned or the interest on which vanes according 
to the amount of the profits earned In all cases it will he a- gues 
tion of fact whether the payment of interest is or i not actually 
deper dent on the earning of profits No allowance can be made m 
respect of the share capital of companies or of the capital put into 
a firm by the partners , but a company is entitled to an allowance 
of the interest paid on its debentures and a firm to an allowance 
of interest or money borrowed under a mortgage On the ether 
hand a firm alleging that it ha* no independent capital and that 
it is wo r Lin ^ on!) on capital lent by the partners at a dafimte rate 
of interest which must be deducted from the earnings of the firm 
before t c profits can be declared i* not entitled to allowance und^r 
this section unless definite proof is given that a paiticular partner 
has made a legal loin to the firm » e a loan under an instrument 
on which he can sue and under which interest at a fixed rate i& 
to bo paid to him nnmnlh irrespective of the earning of anj 
profits (Gf Allahabad High Court Case No 223 o 10-23 m the 
matter of 1/illa Mai Hardeo Das Cotton Spinning Mill Co of 
Hathras I, Sruuvasan s Tax Cases page 266 ) Similarly the share 
of profits gi-en to ttohumnedm depositors m hen of interest on 
borrowed candal cannot he allotted as a business expense 

(it) No rule lias been made under the explanation to this 
cluice defining what Mutual Benefit Societies art to ime the benefit 
of the * explanation It has been found that the explanation 
if applied I** likely to gne more trouble to the societies than tno 
present procedure Executive m t ructions lnvo however been 
is micd that in the ea*e of such societies (which appear to he peculiar 
to the Madras President > where the taxable income is Ks o OW 
or under and where the shareholders or subscribers reside 
within the limits of the circle of one Income tax Officer, the com 
pany or society should not be n«e«ca direct to income lax but 
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the principal office! should furnish the Income-tax Officer with a 
list of the amounts paid out to subscribers showing the original 
subscriptions or capital imested and the interest thereon and the 
Income tax Officer should ascertain what particular recipients of 
these p'yments are liable to tax and should add the amount of 
interest that they have received to the income on which they would 
otherwise lia\e been assessed, that ib, he should assess the recipients 
direct 

58 Business — Alloioanccs in respect of insurance premia 
[Section 10 (2) (ip) ] — (i) The allowances under this clause are re- 
stricted to insurance policies taken out against the risk of damage 
or destruction of bu ldings, machinery, plant, furniture, stocks or 
stores used for the purposes of the particular business of which 
the profits or gams are being calculated and no allowance can bo 
made on account of premia in regard to other insurances Further, 
any sums not actually expended on premia but merely set asidfr 
by a company or firm as an insurance fund are “imply a particular 
description of ieser\e and no allowance or deduction can be given 
in respect of such resenes 

(it) The Act does not contemplate the deduction of premia on 
account of insurance against a loss of profit If, however, the 
owner, cl a business elects to claim any such allowance, he should, 
signify his intention to the Income tax Officer — and if he makes a 
declaration m writing, undertaking generally to pay the tax on 
any amounts reco\ered from an Insurance Company under any 
such policy or policies, the allowance will be granted in respect 
of the premia for any such policies that he may ha\e taken out 
not more than a month before the date of such declaration or that 
he ma\ take out subsequent thereto Where no allowance is asked 
or allowed in r« spect of •»uch bohev m\ ,ums received from the- 
Insurance Compary on account of the policy will not be liable 
to tav 

59 /l/foitaJicc5 tn respect of depreciation — [Section 10 (2) 
(r») ] — (0 The allowances permissible under this clause are pre- 
scribed m rule 8 and the information that must be furnished in order 
to obtain an allowance is set out in rule 9 It is only the particular 
classes of buildings, machinery, plant or furniture mentioned ’n 
rule 8 in respect of which the depreciation allowance can be 
claim mi, and the buildings, machinery, plant or furniture for which 
depreciation allowance is cla.med must he u«ed for the purposes 
of the particular business of which the profits or gains are being 
computed No allowance can be claimed on account of deprecia- 
tion, for example, of any portion of a building which is u*ed as a 
residerce by the ascessee Further, the buildings, ate , must be- 
the property of the a«se=«ee No allowance can be claimed if they 
are Vised from other? 
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be illoned tlierec/n in iibbtion to the cost of reran-.; 
tion should be nlloned on merlread equipment if, IrolloTmt^ 
™ , 1 expenditure on raunfenincc and renewals 
o«M be charged as working expenses, as and when incurred 


la) The item "Below ground— All to bo charged to revenue" m 
exception (1) under .torn fl (Mmenf oil eomnmieA-li « V M 
opcntiom), in Rule 8 means that „„ the phnt m q.nsfion (i.i.vs 
etc ) below ground, depreciation is to be allowed at 100 per cent ' 
so that if the profits are insuflicient in am xear to allow of (he full 
100 per cent , hemg written off against them, (he balance can be 
carried forward under proviso (10 to section 10 (5) |f|V of the \ct 
to subsequent \ears 

Ot) No depreciation allowances arc granted to minus on ac 
count of depreciation of their rolling stock a<? renewal charges ore 
allowed as a business deduction 


(*0 An nsscsscc denying income from a mlnaj or tramway 
<other than an electric tramwaj) business nm nt his option require 
that in computing the profits or gains of such business tbo following 
allowance ehaff bo made m lieu of the allowances specified m 
clauses [v), (rt) and (cit) of sub C ecticn (2) of section 10 of the Act, 
namcl) 


The actual expenditure incurred b} the op'^^ c co during the 
preMous >car on repairs, replacements, and renewals 
of plant, machinery, buildings and furniture vhicu 
arc the propcrt\ of the nscost*e 


If he, liowescr, has exercised the option refern d to ttho\c ir 
an} }tar, he shall not be entitled to withdraw that 
option in an} subsequent tear without the consent of 
the Commissioner of Income tax 

(xtO No depreciation allowance can be allowed on professional 
♦ equipment, c g , surgical and dental instruments, b«.cau*c ns the Jaw 
stands, depreciation on nvulnntrx niul phnt, nt* , can onh be 
allowed in computing income from l and not under fectioft 

11 in computing income from a prof<won 'J he cost, of r«p!icmg 
fas distinguished from original and addition i! purchases) Mich 
instrument * uliouW be allowed a* an expenditure umhr fee 
ion 11 (2) 

(xuO \« stated in paragraph M no allowance cm be made on 
a<^ mt of the depreciation of the a«<ets of a Ww's other than the 
mrticnhr items mentioned m tin' rub clause and in rule B bo 
[wcuntion allowance for exiropV i* pmui «i!.fe to rror t hr 
tfm amortisation of capital rum* % md cm arrount of tlie purrhir* 

, f iJ e learo of a mine or for the degree at* n < f waging mi h 
a* coal Pepmatim allowance* sloull, hourarr. 1*" alim-p] fx* 
eMfts tramwav* and Biding* in cm! mines, which are 
included >n the t*-rm * plant 
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(nr) Where a business of such a nature tint the profits derived 
from it were not prcuou«»lj liable to tax owing to a special exemp- 
<ion conferred either b) statute or bj notification, or rule having the 
force o‘ n u (examples are Shipping Companies and Indigo Com- 
panies), is taxed for the first time, the nsscssce is not entitled to 
c'nm m the first \ear of taxation, under prouso (6) to section 10 
, (2) (ci), oceuimilated depreciation allowances for all the )cars 
■during which the profits of the business were not liable to tax 
But in such cases depreciation must be allowed )ear b) \car for 
tlie full period of 20 \rars (or ulnteier it rim be' 

(re) Shares and securities held as p irt of the capital of a business 
should le similarly dealt with So long as shares or securities 
continue to be held b) a compan) firm or indnidual as part of his 
or its capital, any depreciation or appreciation m tlieir market 
value is outside the scope of the Income tax Act and similarly, 
when the value of shares and securities so held (for example, the 
securities constituting the rcsenc fund of a bank or other com- 
pany) is realised, tlio transaction is a capital transaction, and 
no account should be taken for income tax purposes of any profit 
•or loss resulting from the sale On the other hand where an tn- 
■diudual compan) or firm habitual! v uses part of his or its resources 
tn the purchase of securities or shares with a view to obfammg 
orofit on their sale and the subsequent re imestment of the proceeds, 
he indnidual compan) or firm is, in altering his or its invest- 
ments carrying on a trade for tic sake of obtaining profit there- 
from, and the profits secured or losses incurred are trade profits or 
losses which must be taken into account in determining the assess- 
ment to income tax It will, therefore, always be a question of 
fact to be decided on the merits of each case whether the changes 
m invert ment are of sufficiently systematic a character to consti- 
tute the exercise of a trade but if they are the profits therefrom 
are Irble to assessment, and an allowance must be made for any 
losses in calculating the amount of tax payable 

60 Business — Obsolescence allowances {_Scctton 10 (2) 
( tut ) ] — (0 It must be particularly noted that the allowances under 
this clause can only be given where the machinery or plant 
becomes obsolete Where machinery or plant is sold for reasons 
other than that it has become obsolete, no allowance can be gnen 
Where a machine is sold no allowance can be given if the facts 
present evidence that the machine is not obsolete 

09 The amount allowed for obsolescence is, again, calculated 
lpon the original cost to the owner The amount to be given is the 
amount of such original cost to th» owner as reduced by the depre- 
ciation allowances under clause (ci) and the amount for which 
-the machine is actually sold or its scrap value For example, a 
machine costing Bs 10,000 on which a depreciation allowance 
of 10 per cent of the original cost is admissible i» sold after 5 
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years for Bs -.000 The ciigmal owner gets Rs 5 000 for 
depreciation md nothing fm obsolescence as the machine is not 
scrapped oi sold on account of obsolescence The second owner 
gets aho an allowance at tbs r of 10 per cent , and as the cost 
of the machine to him was Rs 2 000, bs annual allowance is 
Ks 200 If cm um to its becoming out of date rhe machine is- 
sciappprt useless aftei three ye ar* *hen m the year m winch it is- 
so scrapped the second owner can claim Rs 1,400 for obsolescence 
.No allowance for obsolescence is obviously permissible if the- 
machine lasts 10 years or more mth any one onncr Tins will apply 
also where the second owner is not merely a purchaser but j 
successor to the business of his predecessoi to which the- 
machine originally belonged 


61. Business — Allowance on account of dead or useless 
animals [Section 10 (2) (vn a) ] — The allowance m respect of 
li\e stock that has died or become permanently useless to the 
assessee should be granted whether the lire stock is replaced or not 


62 Wouancc on account cf rates or tares I Section 10 (2) 
(ttin 1 — The allowance undei tin*; clause cover only the hnd 
revenue and local iates or muncipal taxes p id m lespeet of the 
poition of the premises uscu foi the puipo&es oi the business In 
assessing income fiom business * log'll rate or ta\ which is payable- 
mespectne of whether profits are made oi not should be treated 
as o\\t,nditure incurred solely for tne purposes of earning profits 
or gams within the meaning of section 10 (5) Or) if the rate ot ta\ 
is not an draissib'e deduction undei section 10 (2) (tut) No 
allowance can be given on account of any other rates or fixes what 
soever All rates and taxes therefore whether levied on the pro- 
fits of a business or winch are charged on the p’opuctor of a 
business m respect of anything other than the actual jortion of 
the pu raises used for the purposes of the busmen must he ths 
allowed (See also poragiaph 69 and Pitna High Court Case 
No 102 of 1920, in the matte- of Raja Tovti Prasad Singh Peo 
of Iiashtpur I Srmivasan s Tax Cases page 101 ) 

63, Business — AMoitcmcc on account of bonus paid to 
employes [Section 10 (2) (urn a) ]— The allowance under this 
clause co\ers any sum paid as bonus oi commission to an employe 
foi service rendered if such sum would not have been payable to 
him as profits or dividends if it had not been pud as bonus or 
commission provided tint the amount is reason iblc with reference 
to his pa,? and conditions of service, the profits of the busmc« for 
the year m question and the general practice in similar businesses 

64. Miscellaneous business dedttcliont [ Section 10 f2> (ix) ] 

(j) While the Act maf cs no provision for contributions by employ- 
ers to private provident funds constituted for the benefit of their 
employs being deducted in arriving nt business income liable to- 
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tax, contributions to such proyident funds by employers should be 
allowed as a business expense m all cases where the funds .ire 
constituted as irrecoverable trusts and where no part of the employ- 
ers contributions can be recoy ered by them Where, how e%er, 
such fin ds remain in the hands or under the control of the employ 
ers, no contributions by them can be allowed as a business expense , 
but in such cases actual payments made to employees leaving tho 
sen ice of the employer should be allowed as a business expense 
in the year m which such payments are made so far as such 
payments are made from the contributions of the employers, 
whether in that year or in preceding years As regards employers’ 
contributions to "recognised proyident funds, see paragraphs 24 
and 31 

(ll) The same remarks apply to superannuation funds or reserves 
for tho purposes of providing p*o ions to ex-employees Actual 
bums paid as pensions to ex employees or to the widow or children 
of an ex employee should, howeyer be allowed as a business ex 
pens<j where the pensionary pay uent is a fixed or recurring one, 
but no claims on account of pensions should be entertained 
where the “pensions are paid to persons who have or who at any 
time had a share or interest in the business 

(tit) Premia paid by an employer to co\er tho nsk of liability to 
compensate any of his employes lor injuries under the Workmen’" 
Compensation or Occident Insurance Act (VIII of 1923) should be 
treated as business expenses and allowed under section 10 (2) (tx> 
a3 a deduction in assessing income from business 

(it>) The following principle should be observed in dealing with 
claims tint bond fide expenditure for tho welfare of the employes, 
of a harness should be allowol s a business expense No con- 
tributions towards expenditure incurred b\ outside bodies which 
may benefit the employs of a company or firm incidentally with 
members of the pi neral public, should be allowed such as contri 
butior for the support of clubs, recreation grounds, religious 
institution 4 ?, dispensaries ho^pitds echooU and ike hie Tf, on 
the other hand an assessco maintains a school or a dispensary 
solely for the benefit of his employes reasonable expenditure on tlie 
upl ecn of such an institution should be allowed as a working 
expen e Similarly expenditure .rcurred in the maintenance of 
a conscra im y "tall employed to keep the surroundingu of the 
dwellings of the employes of a concern in a sanitary condition 
sliotiU bo allowed In no ca«e however should any capital ex 
penditiTC be allowed such as, for example, the amounts expended 
on tin construction of latrines, drains water works or hospitals 
(r) Sums embezzled by an employee are an admissible charge 
against the business of Ins employer 

n 
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(ri) Assesses sometimes receive from their constituents pay- 
ments intended to cover Eailiray expenses, cooly charges, etc, which 
they have to incur in the course of them business When payments 
are made out of the sums and are debited specifically to constituents 
ej may be allowed as deductions from the assessable income, 
without insisting on strict proof of payment by the production of 
vouchers, provided that it is reasonably certain that the payments 
have been made 


(vii) Indian traders and business men charge their customers or 
clients a small fee on each transaction — for example so many pies 
on each bag of some commodity sold— the proceeds of which axe 
suppos d to be devoid to various religious, charitable or educa- 
tional purposes Such customary subscriptions b) clients and 
customers for religious or charitable (including educational), pur- 
poses, and the corresponding expenditure b> the assess, should 
be left out of account altogether m computing the taxable income, 
provided that the Income tax Officer ^ reasonably satisfied that 
the sums in question are really applied bj the as^e^ee ultimately 
(and not necessarily m the 5 ear of collection) to the object for 
which 11 cy were ostensibly collected No attempt should be made 
to separate these subscriptions from the trade expenses of the 
customers or chent3 to whom tl>ey are charged and to disallow 
them as not being trade expenses 


(piij) Sums received for political purposes should be included in 
income and t ie corresponding expenditure on these purposes should 
not be allowed as a deduction fnm the taxable income 


(tx) Strictly speaking, the cost of audits and similar operations 
conducted specially for income tax purposes whether in connection 
with assessments, with appeals, or with revision petitions cannot bo 
allowed as a deduction from taxable profits [Ruling of the Madras 
High Court in Secretary, Board of Revenue (Income tax) Madras, 
versus D Mumsami Chetty A, Sons I, Snnanvasan’s Tax Cases, 
page 227] 

(r) The reason for this is, of course that whereas an audit or 
similar operation conducted in the ordimrv course of business is pro- 
perly treated ae a "business expend , it is clear that one conducted 
purelv in connection with Income tax proceedings cannot be said 
to be incurred *=olely for the purpose of earning the profits or gams 
subject to income tax [see section 10 (2) (iz)] Since, however, 
t\ ^re max be difficulty in individual cases in determining whether 
an audit of similar operation has been conducted wholh or partly 
for business purposes and, in the htter case, what portion of the 
expenditure incurred m connection with it can propcrli be treated 
as a busine-^ expense , it has been decided that audit or other 
auomitMjcv sen ices in connection with an as<es«ee s account* 
foi the previous a ear rendered before bis return of income is 
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made, if such a return is made on the due date, or within any ex- 
pended ])enod allowed by the Income tax Officer for its submission, 
shouM be treated as work done for ordinary business purposes and 
•therefore the expenditure incurred thereon should be regarded as an 
admissible deduction m computing taxable income 

(xi) The question as to what is capital or revenue expenditure in 
•respect '* ' 1 11 to which depends on certain 

genera sion m the case of Vallam- 

brosa • • Bnghsh Tax Cases, 329) 

establishes certain principles which are applicable to their ca«e 
Tfie first is that tlie cost of the tipkeap (c g , weeding and draining) 
of an aica that j* jiot in bearing may be charged to revenue While 
•expenditure on the maintenance of an area that has not reached 
matunt’ ma\ be classified as revenue expenditure, any income 
derived from the Rile of tea at this stage is on the same footing 
as income from the sale of tea at any other stage and should be 
"taken into account in computing the taxable income of the concern 
The second principle is that any expenditure that creates a potential 
•source of recurring revenue at whatever stage in the develop- 
ment or working of the estate is capital expenditure The source 
•of revenue in tea gardens is the lea bushes and whenever a bush 
is planted, a potential source of revenue is created It is the 
individual bush that must bo considered and not an area planted 
•with such bushes In concession, however, to representations that 
an fil 1 mg or supplying is in many cases necessary m order, to keep 
a tea garden in a state of efficiency and that to regard expenditure 
•on such operations as capital expenditure will mean hardship, a 
proviso has been added in Rule 21 to the effect that an allowance 
will be made on account of planting bushes in replacement of 
busbe 1 that have died or become permanently useless m an area 
already planted, unless such area has previously been abandoned 
This concession is extended only to tea girdens m British India, 
since Rule 24 applies only to such gardens 

65 Method of converting the net profits of sterling companies 
into rupee for the purposes of income tax — Where the business 
•of a faierling company is transact'd entirely in India, there is no 
need for the Income tax Officer to look at the sterling accounts 
as lie can get a record and ask for a return of the transactions in 
•rupees He should act in the same way in cases where the profits 
of the Indian branch of a company operating m other countries 
can be separately ascertained In the ca^e of a company operating 
•through local branches in different countries where the profits of 
the Indian branches cannot be ascertained separately but have to 
be deducted from the total sterling profits of the company from all 
its operations, the net profits of the company for the purpo es of 
assessment to Indian income tax should be converted into rupees 
-at the * »te of exchange ruling on *he last day of the year to which 

o 2 
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f!ie account relates unless the Income-tax Officer is able, bi an 
examination of tbe accounts, to ascertain the average rate of re- 
nutfances throughout the year ana to deduce from that the rupee 
profits of the Indian branches. 

66. Premia on issue of shares — The premia received by a com* 
pany on i«sue of shares aie capital receipts, and, as such, not 
chargeable to tax. In tbe same nay, tbe cost of issuing shares is- 
capital expenditure and cannot be allowed as a deduction for 
m com e-tax purposes 

67. Professional earmngs — Deductions. [Section 11 (j 2).] 

(0 Any expenditure that is claimed as a deduction under tins sub- 
section must have been incurred solely for tbe purposes of the 
profession Op vocation Xo deduction can be allowed m respect 
of personal expense? of the assessee or expenses of the assesses or 
expenses of a capital nature ; but an allowance should be made 
in respect of depreciation of buildings and depreciation and 
obsolescence in respect of machinery , apparatus, appliances, plant, 
furniture or other Capital assets used in a profession. The term, 
“Capital assets'* is intended to include books purchased by an* 
assessee for the purpose of his profession. Two conditions must be 
satisfied before a claim for depreciation or obsolescence can be 
admitted firstly, that the machinery, plant, etc., m respect of 
which a claim is made should be used solely for the purposes of 
the profession or \ocation the earnings from which are computed 
and secondly, that they should bo tbe property of the assessee. 
No allowance can be claimed if they are leaded from others 

(*0 The conditions specified in section 10 (?) (ri) and (cii) regard- 
ing the calculation of depreciation, etc., apply to cases under this 
sub-section also, viz., (1) the particulars prescribed should bo fur- 
nished to the Income-tax Officer; (2) where full allowance cannot bo 
made m any year owing to there being no earnings at all or tno 
earmngs being insufficient to grant the full allowance, the allowance 
oi pirt of the allowance to which effect has not been given should 
be c irned forward to succeeding years; and (0) the aggregate of 
all the allowances made should not exceed the original cost to the 
a«se*-oe. Am obsolescence allowance granted under this sub- 
section should be limited to the dtffcrenco between the original co-t 
to the as«e-s»?c °f the machinery, etc , as reduced by tbe deprecia- 
tion allowance already granted and the scrap \alue or c alc price as 
the case may be 

63* Income from “other sources". — Deduction* (Section 
j*i— H r interest paid on money borrowed for the purchase of 
share*? or securities can onlv be set against the income obtained 
from the shares or securities where it is proicd either by a ban! or b 
certificate or otherwise that the borrowing has been definitely and 
mWv for that purpose, but where snch proof is afforded, nfc 
allowance should be giaen 



211 


[P. G9 70 


69. Dfrfurfionj on account of taxes j-atd. — (i) No deduction 33 
T>crmi« blc in computing the income, profits or gains on nccount of 
anx taxes or rite* pud m respect of Midi income, jrofits or gains 
except tint i local ntc or tax which is pajahlc irrespective of 
■whether yrofits are made or not («ec pangnph « l) i*. to 1 < allowed 
as deduction from income from business Section Hi (5i (rm) of 
the \ct allowh as a deduction from business profits sums paid on 
account of land revenue, local rate* or municipal taxes in respect 
-of prcnmos used for the purposes of a business Hus specific 
provision lias been inserted because the local rates paid on nccount 
of such premises are usnalh in the nature of a pax mint for services 
remitted (c <j lx supplx of water consonant \ arrangements, 
etc ), hut that allowance is clo'olv rostri ted to i local t ix or rate 
lev lid mi rrvnfrf of the pmiinet mil for tlie |ui|« -e of the busi- 
ness No deduction is allowed for anx otlicr local late or ta\ such 
os fm example local taxes xarxwg according to the income or 
profits of a hu«tne«s Nor is an) deduction on account of a local 
rate or tax on prnjcrtx allowed from the annual value of propert) 
‘which is tixtlli under set turn 9 Similarly no allowance is per 
•missiblc on ac< nmt of mconu tax or super 1 1 \ paid 1 \ an asscssce 
NVher’ jiopcrt), profits or gain ire liable to taxation in other 
countries or b\ othci authorities m British Indn all these authon- 
lies arc taxing the «ame propert x oi profits for different purposes 
In the Patna Ili^h Court Ca«=c No 102 of 1920 in the matter of 
Baja Jovti Prised Singh Deo of Ivaslnpur (I Sr nivasan s Tax 
Cases, page 103), it was held that the amounts paid for cases by 
a pcr c on deriving an income from rent of collieries and from ro)al 
ties on the "mount of coal raised from the collieries are not to bo 
deducted in computing the amount of Ins assessable income, and 
it was clcarl) st ited that the pa)inont of a tax which is condi- 
tional on the making of an income and which Ins be calculated 
on tin amount of such income after it Ins come into existence 
canno be said to be expenditure for the making of such income”. 

00 Again in the "Madras High Court, Case No 11 of 1920, Chief 
Commissioner of Income tax, Madras versus Tlie Eastern Exten- 
sion Australasia and China Telegraph Co , Ltd (I, Snmvasan’s 
Tax Cases, page 120), it was held that m computing the profits 
of a non resident company under the provisions of rule 33 the 
taxes pax able in other countries in respect of the profits of the 
companx are not to be deducted 

70, Taxation of a Hindu undiudcd family (Sections 14 and 
25 A ) — (i) V Hindu undmded family is treated as a separate entity 
for income tax purposes It is taxed like an individual at a 
graded scale according to its total income and no account is taken 
of how that income is distributed amongst the individual members 
when such individual members are assessed to income tax or super- 
tax m respect of their separate income This applies even in cases 
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Jhe amount of the income of tbe Hindu undivided hniilv is 
less than Bb 2,000 and ja, tlieiefoie, not liable to taxation in 'the 
hands of the manager of the family The same remarks apply to 
super-tax J 

(u) Section 25-A will only apply if a member of a Hindu undivided 
family Claims that it has become divided If, however, the family 
prefeis (o go on being assessed as undivided though really divided, 
the Income-tax Officer has no authority to act under this Section. 
If the Income tax Officer has not pissed an order under section 
2-j A (I) m respect of a Hindu family hitherto assessed as undivided, 
feuth family shall bo deemed to continue to be a Hindu undivided 
famny 

(tit) The taxation of the income of a Hindu undivided family thus 
differs from the taxation of the income of an unregistered firm 
since where the piofits of an uniegistered firm are not liable to 
taxation in the hand* of the firm, such profits are taxed in the hands 
of th individual partners both for the pui poses of income-tax 
[section 14 (2) (6) and section 1G (7)]and super-tax (section 55 
proviso), and where the profits are taxed in the hands of the un- 
registered firm, the share of such profits'of each partneris included' 
in Ins “total income” for tbe purpose of deteimming the rate- 
at winch he shall paj income-tax on his other income [ section 
1G (l)j 

(tt?) Where the income, profits and gams of a member of an un- 
divided Hindu family consist of Ins personal earnings and. 
acquisitions by his own exertions, thej must be treated as his self* 
acquired property and not as joint family property, unless they 
flow fiom the employment m business or otherwise of the joint 
funds 

(o) Khojas (and Cutchi Memons), not being Hindus, joint Saim* 
lies composed of such persons are not Hindu undivided families for 
the purposes of the Act 

(«i) Jam and Sikh undivided families should be treated as Hindu 
undivided families, unless in any particular case, the as~es*ces- 
claim that they should not be treated as such Where Bitch a claim 
is put forward, it is for the asscssec to prove ths existence of 
some special custom or practice applicable to tho famifj m question 
which would justify its not being treated as a Hindu undivided 
faroilv 

(vti) Tor the method of sen mg notices or requisitions on a 
Hindu undn ided f innlj see paragraph 107 

71. Taxation of a firm — (t) Tor the difference between a regis- 
tered and unregistered firm, see paragraph 10 

(li) While income tax i* leviable on the profits of a registered firm 
at the maximum rate (see Finance Act), and while under section- 
48 (5) a member of a registered firm w entitled to get a refund 
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both in cs e es where the income of the member is below tlic mini- 
mum chargeable with income-tax, and in cases where the maxi- 
mum 11 , to ii greater tlnn the rate applicable to his total income, 
it ii (lc*irable that, fo far ns possible, Midi refunds should bo 
a vo ded. 

Ini) The question of refund docs not nn«c if the |«cr«onal income 
of none of the partner*! liable to Indian Income-tax including his 
phare in the Firm (whether he he resident nr non resident) is Ie c< * 
than ]{i. one lakh. In other cases, if each of the non -resident 
partners is a Bnti h subject or a • object of an Indian State and 
produce^ with In** mdiudual return of income adequate cMilcnce of 
the amount of hi« foreign income that is to be t ikon into account 
in determining his claim to a refund, and ill the re -idem t partners 
(if am) file return** of their mdiudual income** iho Income-tax 
Officer, on being satisfied that the whole of the profits of the 
registered firm are accounted for in the c c person il statements, 
fhould chirge the partners direct at the rate appropriate to their 
total income 

(ir) In view of sub ►cctmn ') nl tcrtion 1^ this procedure cannot 
be applied to the following oases — 

(1) Firm*- in which one pirtmr u least is ^ non-resident 

foreign subject (other thin i Riibject of ,m Indian 
State) to whom no refund cin bo clue in an> case. 

(2) Firms m which one partner at least is a non-resident 

British subject or subject of an Indian State to wliom 
a refund may or may not bo due — that is, who lias 
not )ct produced adequato oudencc as to the amount 
of bis foreign income 

(3) Firms in which in addition to non-resident partners 

then* |. in) resident partner who has not filed a 
return of lus tot il in< onu 

(t?) The demand notice in respect of the profits of such firms must 
be addressed to the firm, and no mdiMdu.il assessments should bo 
■made on, or demand notices issued to the partner a in respect oi 
their shares of the profits of the firm The position will he just as 
though tho firm were an unregistered firm If a partner has other 
incorrs he will he assessed on that, separately, and of course Ins 
total income will include his share of the profits of the firm Tho 
share due by each partner of the income-tax on the profits of tho 
firm should be intimated to him informally, with an indication that 
this is done merely as a matter of convenience and does not affect 
the liability of tho firm as such for the income-tax on tho whole 
of its profits Separate assessments on partners will also have to 
be made for super-tax, if necessary. 

(ci) For the method of setting-off a loss of profits of a registered 
firm against other income of a partner see paragraph 94. 
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(eft) In computing the total income of a member of a registered 
firm or unregistered firm for the purposes of income tax or super Ux 
there should be included in that total income ‘such an amount of 
the profits or gains of the firm as is proportionate to his share m 
-»< P, ar ^ lcu ^ ar phraseology has been adopted m section 

14 ( 2 ) ( b ) and in the proviso to section 55 in order to make it clear 
■that it is the proportionate share of a partner in the -whole of the 
assessable profits of a firm that is to be taken into account in 
•determining his total income, and not merely the amount that he 
tenures from the possession of the firm Some partnership deed", 
for example, provide that the partners cannot remove more than a 
•certain proportion of the profits in am a ear or, again, that a 
certain proportion of the profits must he distributed in charitv It 
is now made dear in the Act that it is the whole of lii& propor 
tionate share m the total assemble profit a of tbe fiim that is to be 
taken into account and that that propoi tionate share cannot be 
reduced by any consideration of how those profits are utilised 

(vnt) Tor the method of dealing with a change in the constitution 
-of a firm see paragraph 96 

Ux) Tor liability in cases of discontinuance of a business owned 
by a firm see paragraph 97 

(*) Pot the method of serving notices or requisitions on a firm see 
paragraph 137 

72 Taxation of associations of individuals — Section 14 (3) (r) 
and Section S3 A — An association of individuals other than a 
firm. Company or a Hindu undivided famih, ix liable to income- 
tax and super fax as if it were on individual Tax is not payable 
In an asses^ee m respect of any sum which lie receives as his share 
of the profits or gams of an association the profits or gains of 
which have been cssessed to income tax, but such xum will bo 
included jn his “total income*' to determine his liability to 
anconi 1 - *ax and the rate applicable to him 

73 exemptions on account of life insurance (Section 15 )— 
It) Under the provisions of section 7 ( 1 ) pronto and section 15 nn 
abate nent of income tax is given after the assessment of the tax 
has tal en place, on such portion of nn as^c^cc s ncomc ax may 
3m c 1 cen — 

(i) deducted from his eahrv under the nuthoritv and with 
the p«rmmion of the Government for the purpose of 
securing a deferred nnnmtv to him or rnal mg provi- 
sion foi" hi' wife or children [section 7 (1) proviso], 
fii) paid by bun to an Insunnce Companv in respect of nn 
instir in< c or deferred nnniuu on his own life or on 
the life «f Ins wif« or 

(lit) p-ud b> him ax a contribution to nnv of (he provident 
funds mentioned in paragraph 21 



215 


[P. 73 

Fiovided tint tlic total amount on winch an abatement will be 
■permitted under this provision may not exceed one sixth of the 
total income of the asscssec 

(u) Contributions to the Widows, Orphans and Old Age Contrx- 
hutora Pension Pund, 1025, are exempt from income tax since they 
are deducted under the authority of Government from the salaries 
of the soldiers concerned for the purpose of securing to them a 
deferred annuity and of raal ing provision for their wives and 
children 

(ui) Compulsory allotments from a soldier s pay made to Ins wife 
m England under Article 88G of Royal Warrant for Pay arc exempt 
from income tax since tliev are deducted under the authority 
of Government for purposes of making provision whether pre 
s< at or future for the wife 

(to) Deductions at source on account of contributions made by 
an officer to provide passage monev for his widow and oi phans undei 
the Indian Military Service Family Pension Regulations and the 
Indian Military Widows and Orphans Funds Regulations are 
exemnt from income tax as the contnbut ons are in the nature of 
life insurance premia Lnder the rules a certificate of health is 
required before an officer can contribute and the contribution which 
lie lrs to pav js regulated accordir„ to the age of the officer con 
cerned 

(t?) Out of the premia paid in respect of a policy that covers the 
risks of sickness and accidental injury and also the risk of death, 
only so much as is attributable to the risk of death (from whatso 
cause) is admissible as deduction from the income liable to tax 
The jortion of the premia so attribi table should be settled in con 
sultation with the Insurance Ton pany concerned whose formula 
should be accepted unless there ipj cars to be some strong ground 
for modifying it 

(ci) No rebate of income t x is illowed on any sum withdrawn 
by ail assessee from his Piovident Fund m order to pay his life 
insurance premium 

(on) Rebate of income tax m respect of a premium paid on ac 
count of life insur ince is admissible to a partner of a registered firm 
individually whose income is taxed at source in addition to the 
refund of tax to which be miv be -entitled under section 48 
(cm) It is to be pirticularly noted that the insurances in respect 
of which this concession is printed are insurances on the life of the 
osscssce himself or his tiifr and not any other form of insurance 
whatsoever Ihe solitan excep ion is in the case of a Hindu un 
divided family in the case of v Inch insurance arc permissible on 
the life of an' male memler of the family or of the wife of any 

ch member and not uien.lv on the life of the bead or manager of 
the famil' But though insurance cm the life of a child do » 
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entitle the as«essce to the concession, it should he noted that 
certain kinds of insurance which aie for the benefit of the child 
should be treated foi the purposes of section 15 as insurances on 
the Inc of the assessee Policies are often tal on by assessecs with 
a Me \ to securing a provision of a lump sum for their children for 
their marriage, education or other purposes nt a stipulated time 
and the sum assured becomes pa} able on that date e\cn if the 
subscriber dies after paying one premium only An insurance of 
tins 1 nd is really an insurance on the life of the assessee as it is 
designed to secure in the event of tlie assessee s earlj death 
(though not immediately after his death) a benefit considcrabl} 
greitei m amount than the annual pa}inents which be Ins made 
and consequent!} contributions to such policies are eligible for 
rebate under section le (1) The criterion that should be adopted 
m su^h cases is whether or not there is a contract dependent on 
the life of the assessee 

(tx) Tor the purpose of an abatement claimed by an assessee 
under this section insurance premia piyable in sterling should he 
comerted at the late of exchange in foicc on the da} on which the 
premium payment was made in cases where the asscs=ee is unable 
to state the actual cost of remittance 

{x) V claim for abiterucnt under this section must, if the pi}- 
meat is made otherwise than b} a deduction from salary, he sup- 
ported either — 

(a) b} thr original receipt of the Insurance Company or 

fund, 

( b ) where th" claim is made by a servant of the Govern- 

ment or of a local authority , by a top\ of the original 
receipt presented along with the original to the otliccr 
who pa\s the salan and attested by that officer who 
should after such affesht (ton return the origin’ll » w» 
a note endorsed upon it that it ba« been j rod need 
and allowed for a cop\ being att icb d to the l \w 
sent with the list of pa\ incuts 

(c; bv a duplicate rcccip* or certificate of payment given ly 
the Jnsur nice Cornf »m or prnud< nt fund proud ft 
a ci rtifu ate is given that the ordinal receipt is Jo t 
or is not fort In oming, or 

(<1) w b< r in insuriiKc ”nmj mv dies not !*■ ti< a formil 
n ijt \\n irtifcilc of iviynnnt of tin I r. intiim 
(rrt Minn til. In mi Ill o/iitir in Minfin! tint nono ot 111-; 
nhmi i re nrili il il n nl« on he J'ro Iin • I nitlroul nn ninoiii t of 
J, In imi<, nriii .mini n i ubn-li mi Iir llie nn-niii Inn . J • ‘ 

111 ! nn tsonl.l I . Iinr, I until lit lint 1 ». lit mlrll o lirr J rn< I ol 
jimi nt nf 1 1 r | rf nil. in t* I inn il .'111 Runic mil 
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\batement on account of iti**tuince can bo given effect by 
the jer^on deducting income tax fiom salary at the timo of jay- 
ment urmr section 38 (2) 

Where the pavmcnt on account of insurance premia, etc , is 
not chumd at the tune when tax is deducted from salary, it may 
he claimed in the assessment and in the return given h> asscseco 
undet s(y tion 22 (2) oi if no is«cs*'ment is made, a refund on account 
of su h relntc ma\ be. chimed under section 18 V 

Win’ stnctlv spcal ing alntcmcnts on account of insurance 
premia should onI\ he made in •'ssesswg the income of the jear in 
which the prunn were pud the rigid enforcement of this inter- 
pretation is liheh to cau c consider iblc in omcniencc to asscssces 
who d - * ire that the abatement should be given effect to when tax 
is deluetcd from thur monthlv bihrv patiicul lrly in cases where 
the premia line been paul to foru^n companies towards the end 
of a financial vcir and the receipt for the premia are not forth- 
coming until the following financial \car In such cases abate 
menta of in in uue premu nnj he ulowed bj officers responsible 
for deducting income tax from salaries under section 18 (2) at the 
time of pajment of the salary provided that the premia in respect 
of v hich abatement is claimed !me been paid witlnn six calendar 
months ending with the close of the month for which the salary is 
drawn 

W T ln!c the officers responsible for deducting income tax at the 
source under section 18 (2) of the Act should allow an abatement 
where claimed, they need not carry out a checl to see whether the 
abatement chimed under this section exceed-, one sixth of the 
salary of the officers concerned This can be looked after by the 
Income tax Officer to whom returns are furnished under section 21 
The deducting authonty should howe\er see that laims for such 
abatements ire made within the penod pi escribed 

It is to be particularly noted that this abatement does not apply 
to super tax section lu being made inapplicable to super tax by 
section 58 

74 Tax deducted or collected at source to be included in 
income — Section 16 (2) (winch provides that the amount received 
by a shareholder m a companj by way of dividend shall be m- 
creas 1 bj the amount of income tax payable by the company m 
respect of the dividend received) md section 18 (4) (which provides 
that here income tax is deducted at the source from salaries and 
interest on securities the tax so deducted shall, for the purposes 
of computing the income of an xssessee, be deemed to be income 
receiv ed) have been inserted m order to raal c it clear that in the 
cases of taxation at the source and cf the deduction of tax at the 
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source it ib the gross amount of the income 0 e including the 
tax deducted) which is to be taken into account in determining the 
late at which an assessee shall be liable to income tax on the rest 
-of Ins income and also his income for liability to super tax 

75 Restriction of income tax where margin of income above a 
■certain limit is small ( Section 17 )— (i) Section 17 is designed to 
remedy the anomaly which pienously existed where an assessee 
with an income jusfc m excess of one of the stages jn the Finance 
Act and therefore liable to pay income tax at a higher rate than 
if his income were just below that stage found himself, after the 
payment of the tax, worse off than he would have been had his 
taxable income been below that stage 

Illustration — The amounts of tax given in the illustrations 
below include surcharge of 25 per cent imposed by the Indian 
Finance (Supplemental^ and Extending! Act, 1011, except in 
the case of incomes below Bs 2,000 Tax on incomes between 
JRs 1 000 and 1 990 has been calculated at 1 pies m the rupee 


Income 

Tire p jyftbb if 
section 1" had 
not been passo 1 

Tar payable 
un ler 
section 17 

090 

m 

ZWJ 

l 000 

°0 13 

I 0 

1 0\) 

21 4 

21 0 

•1! 10 

42 10 


== ^-c_rr.. 4 l 1° 


tionS 

15 (1) should not be regaraeu «» - 

of working the two sections concuiicnth is as iJJustraau m 
following example — 


(m) If a man s total income is Bs 5 010 and he pajs Rs 100 
Insmancc picmn the tax he should paj is tint on Its 4 J 
minus Bs 100 (=Rs 1 809) at six pics phis Bs 11 1 he tax 

payable will he the same as if bn total income is Bs o,OIU oi 
which Bs 100 is demcil from tax free securities or from an u«- 
xegiskrcd firm tin* has bc-n n scs ed to income tax but if tno 
Ks 100 were d nicd from i registered firm or Irom dnuieniis 
tho lot il tix to Ic suffered would he Bs 205 5 0 ngamst which 
crodit Mould 1> >u to be f*i\cu tor the t iv m.lirnth FulTcred on >o 
shire of the firm s ma mo o i the dnidend Bs 10 1 Of-o that the 
nett mu J i\ tf«fc would Ic IN 189 G ft 
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(ip) The following points should be borne in mind in applying 
section 17 where a poition of the a^ses^ee s income u derived from 
an unregistered firm that Ins paid income-tax — 

(а) Income-tax is not “pa} able” by a partner in a firm on 

lus share of the firm's income 

(б) Relief is to be gi\en to an assessee in respect of the 

“income tax pa} able b} lnm” 

(c) Section 17 is to be applied (a) * where necessary”, ( b ) 
in ordei to "leduce ’ the tax and (cj so that the 
result of an asses^ee s total income exceeding a sum 
after which the rate of tax rises, shall not be that 
the extra tax due to the rise in the rate is greater 
than the e\ce«s of the total income over the maxi- 
mum sura liable to the lower rate The section is 
not to be applied wheie it i a not necessary to do bo, 
that is, where the result of applying it would not 
be to reduce the tax 

(©) For the purpose of calculating the tax payable by an assesseo 
under section 17, surcharge imposed b} the Indian Finance Act, 
1934, should be calculated on the rate of tax applicable to the 
next lower stage of income and then to the amount of tax so armed 
at should bo added the amount b} which lus total income exceeds 
the next lower stage without adding an} surcharge on the latter 
amount For example, the tax pi} able on in income of Rs 5,000 
will bo the tax payable on Rs 4,'J>9 at the rate of G pies per rupee, 
eiz , Rs 156-4 phis surcharge of 25 per cent on this amount, Viz , 
Rs 39 1 plus the difference between Rs 5,000 and 4,999, viz , 
Re 3 Surcharge will not be calculated on the whole amount of 
tax, uz , Rs 157 4 but onl} ou Rs 15G 4 

76. Deduction of the tax at source — (i) Section 18 of the Act 
provides for the deduction of tax at the source as distinguished from 
taxation at the source referred to in paragraph 11 It provides 
for the income tax being deducted b\ the persons responsible for 
making pa}ments of salaries or ‘ interest on securities” beforo 
such payments reach the hands of the recipients Tho section al o 
requires all persons responsible for pa} mg anv interest, not being 
interest on securities, to a non resident to deduct at the time of 
pajment income tax and super ta\ therefrom if the amount of such 
interest Exceeds the miximum amount which is not chargeable 
with super-tax Similar!} where a dividend pajable to a non- 
resident shareholder exceeds the maximum which is not chargeable 
with supertax the company pajing the dividend should deduct 
supertax at the time of pa} inent In respect of the two last men- 
tioned sources of income the Income-tax Officer is al»o empowered 
to direct the person responsible for paying them to deduct tax if 
be has reason to believe that the total income of such non-residents 
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they -need not be taxed in the emidoue-’ hands nlietliei hx dedin.- 
i>0 ," “ rh i asMixracnt till the drawings me adjusted osainst 
ealarj- aetuailj earned and are dinned as hu-uie-s C'uendituie 
by the employer. 


(tti) The i obligation to deduct income-tax under tins head jwif 
applies to all employers. 

(tv) For the power of ad employ ei to allow abatements on account 
of insurance premia see paragraph 70 As lcgards prn a to employ er*, 
it tiny be noted that it is open to them to imho the c e allowances 
on account of insurance premia or not according as it inaj suit t) e 
convenience of themselves ami their emplovts as if such rebate is 
not given when the tax *s deducted at the source, it may ho chimed 
by the emplojc in the following vear, if he is assessed under 
section 23, either as a refund or as a set-off against any amount 
due b> him 

(t>) As regards the meaning of the woid "salaries” see paragraph 
36. 

Cut) For the deduction from "salaries” of arrears of tax due "ee 
paragraph 115. 

78 . Deduction at source of tux on "mlcrcsl on sccnrities" 
(Sec paraqraph 33).— (i) The on!} securities of the Gov eminent of 
India (other than income-tax free securities} from the interest on 
which .ricomo-tax is not dcductel in advance arc Treasurj Bills. 

(ifl As the person pa} mg interest on securities Ins no information 
regarding the total income of the person to whop the jn}ment 
is made, section 18 (3) provides that deductions of income tax from 
"interest on securities'' shall he wwdc at the m lvimtim rate fixed 
by the Finance Act Where the tot il income of the person receiv- 
ing the interest on «ccimtvc* is le-s than the meomi to which the 
niHMmwn rate applies, he is entitled uticUf the provisions of 
section J8 (3), to claim n refund In nr dor to simplify the proce- 
dure i.i connection with refund*., section 1* nnli-4 it otdigvtorv 
upon the piraon deducting iiHometax from the interest on securi- 
ty., lo issue to all *ot writ} -holders i urtifunte m the form pres- 
ented in rule 13 or fvmg the amount «f l^x de/hirtn! 

from the in t ere t and the rate it which it ha* hu n h dmh d. The 
form of certificate »tta< hed to rule 13 is Miitdd.. for Government 
soeurit e* onh, wlid« that nttaihed to mlo 1'J \ f.^midea for 
m cunt us ic*ned hv lo. al euthor.tn** and <nrn ponies and enun the 
case of s^l untie* jmihle to htanr It fre<pu ntfv lnn>en*. 
however, that *e,ir tv holder'- hand ov.r tin ir »cr«mfies end bond 
to their banl.cn fo- crdlrrtmn Jn th it event tie- eejtifinte given hv 
t!ie »«orwm deducting the income \w Uw\\ th» peeuntv woutl le 
given *o n hank for a whole block cl se-uutioa Xu «urh n co'* tl e 
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Income tax Officer should accept a certificate from the bank in the 
.following form, and act upon it as if it were a certificate received 
direct from the persons deducting income tax from the security — 

We hereby certify that interest on the various securities specified on the 
back hereof was collected by us on behalf of and 

that \i“ received pax men t or were ci dited with the proceeds thereof (lass 
income ax) as dated on the other side amounting to 1^ 

The securities specified are covered l certificates ts-ued to the Dank under 
section 18 (3) of the Indian Income tax \ct, 1932 


bignature of Hanker 

Address 

Hate 

lo be i gned by the claimant* 

I hvefcv declare that the securities "ii which interest as above specified baa 
been »cce ved are mj own property and were in the possession of 
at the tme when uicomi ax was dedocte-J 


S gesture 
Date 

(N B -The securities to be product* when required in support of any 
claim ) 


Rxvzbse or Foait 

Schedule of securities 


t 

Date of 


1 


Jxp nnd 

payment of 

Period for 

Amount of 


-description of 

intorest after 

which interest 

interest (less 


securities 

deduction of 
i icome tax 

bos been paid 

income tax) 
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(ni) 4. person who has other income liable to fas nun , instead or 
claiming a refund, get the amount set off against the amount due 
from him m the assessment made on him under section 23 by 
filling up the form prescribed m rule 10 

(iv) The certificate under section IS (0) must be taken by the 
Income tax Officer of the area in which the claimant or assesses 15 
assessed or resides Oee rule 39) as conclusive evidence of the pay- 
ment of the tax, both where a refund is claimed in cash and where 
a set off against the taS assessed on other income is claimed 

(o) While these arrangements will facilitate the making of re- 
funds, it is desirable that refunds should be avoided as far as pos 
sible There are, for example, certain institutions, authorities and 
funds, the income of which is exempt from tax under the provisions 
of section 4(3) Similarly there are persons whose assessable income 
is less than Bs 2,000 and who are not , therefore, liable to tax 
There are other cases where the Income tax Officer may be satisfied 
that the income of a holder of security while liable to tax is not 
likely to fluctuate so widely as to alter the rate appropriate to the 
total income The Income tax Officer must, in all proper cases, on 
application made by the assessee may issue a certificate authorising 
the person paying the interest on securities to make no deduction of 
tax or to deduct tax at a lower rate than the maximum The certi 
ficates will be granted to residents outside British India by the 
Income tax Officer, Non residents Behind Circle, Bombay, and to 
others by the Income-tax Officers concerned Such a certificate 
might be in the following form — 

Ineomft tax Office 

Dated 103 


To 


I hferoby aulhon'o (1) 


»v 0 iniete*t CD the fol fecuritiea to their present holder 

( 3 | P 5 S TIio “aihontelwn trill r*m«in in fcrco tint 1 

conceited hy 



Description of securities 

n) \iune anil ad Ires* of person p-»%tn S tie interest (2) Pate cf Ineome- 
t« n actioned (3) Name of person vceemag interest 

Income tax 0 & ee 
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(ri) Such certificates when issued should remain in force until 
thej are cancelled and should not be required to be renewed 
annuallj . 

(©»■) The person, who should apply for exemption certificates xn 
respect of interest on securities belonging to estates vested in the 
Administrator General or the Official Trustee, will be the Bame 
as the person who is entitled to claim a refund in respect of such 
securities as explained in paragraph 11G below 

(cni) When tho owner of a security to whom a certificate is 
granted according to these instructions has endorsed the security to 
his bank for collection of interest, the officer responsible for paying 
the interest regards the bank as the real holder of the security 
and takes no cognisance of any arrangement that may have been 
entered into between the real owner of the security and the bank, 
with the result that the certificate standing in the name of the real 
owner of the security granted by the Income-tax Officer becomes 
inoperative Again sometimes the collecting banks purchase secu- 
rities on behalf of their constituents and hold these in their own 
names and do not endorse them in favour of their constituents 
who are the actual owners In such cases the owners obtain 
exemption certificates from the Income tax authorities on pro- 
duction of the bank’s Safe Custody Receipts issued in their favour 
and other proofs if necessary To avoid the possibility of paying 
officers refusing to act on the exemption certificate m all such 
cases. Treasury Officers have been instructed to act on such cer- 
tificates when’ presented in respect ot securities referred to above, 
if together with the exemption certificate a declaration by tho 
bank is presented to the effect that the security continues to be 
the property of the person named as the owner in the exemption 
certificate 

(tar) Applications for refund of income tax from residents of an 
Indian State who own securities whether of the Government of 
India, a local authority or a Company or hold shares in a Company 
m British India should as in the case of residents outside India, 
be made to the Income tax Officer, Non Residents Refund Circle, 
Bombay The Income tax Officer will, however, allow a claimant 
who resides in an Indian State, the option of receiving payment 
of the refund through the Political Officer in that State, that is 
to say, the refund \oucher that will be issued by the Income tax 
Officer will be made payable , if the person apply mg for the refund 
so desires, at the Political Treasury of the Government of India 
w the paiticular Indian State, or it there is no treasury under the 
control of the Political Officer, at the prescribed British Indian 
Treasury 

79. Securities held by Jnuiiti States or by Ruling Princes and 
Chtefs — (0 An Indian State is not assessable to any income tax ol 
super tax except under the Government Trading Taxation Act, 
1926 (III of 3926), that is to say, unless the State carries on a 
trade or business Interest on securities held by Indian States i« 
therefore, not taxable Interest on Government securities alone 

p2 



hda by Boling Prints or Chiefs as individuals that is not *« 
the property of the State, is taxable under ?fae law but it has 
^en eaempted unaer section GO of the Act litem Xo. 8 of para? 
graph 17). It is, therefore, no Jonger necessary that the author! 

rifeXj b r 'rH? f intcrest on ' Government secu? 
nties Should be suppbed with information enabling them to dia. 

fhit behr f. en lh05e , that . are tIj e property of the State and 
!{”? “it ‘ ! e - P r °P e / t - v of ‘. ie blit it is still necessary 
that such authorities before paying the interest without deductin'" 
income-tan should hare endenee that the income-tax authorities 
are satisfied that the particular security in question is elimble to 
exemption on one or other of the grounds already mentioned- No 
such evidence is required where Government securities are held in 
the names of the Rulers of Indian States in the special non-trans- 
ferable form prescribed by Bnle 33 of the Indian Securities liules, 
1920 ; but in other cases, a State or its Ruler claiming the payment 
of interest free of income-tax should fonvard a certificate that it 
is, or he is, the owner of the securities in question through the 
Political Agent, or Resident of the State (<r) if the security is in 
the form of a stock certificate, to the income-tax Officer within 
whose jurisdiction is situated the Public Debt Office which issued 
the stock certificate; (6) if the security is in the form of a pro- 
missory note or a bearer bond, — 

(a) when the interest is payable at a Public Debt Office or a 
treasury in .British India, to the Income-tax Officer 
within whose jurisdiction such Public Debt Office or 
treasury lies; and 

lb) when the interest is payable at a treason’ outside British 
India, to the Income-tax Officer. Non-residents Re- 
fund Circle, Bombay. 

(if) The Income-tax Officers mentioned will in turn grant ex- 
emption certificates in the form prescribed in paragraph 78. Tho 
exemption certificates will be issued in duplicate, in regard to 
securities in the form of stock certificates or Promissory notes, ono 
copy being sent to the State or the Ruler concerned and the other 
for purposes of reparation direct vn the case of stock certificates 
to the Public Debt Office ot domicile where the stock certificates 
is registered and in the case of Promissory notes to the Public 
Debt Office or the Treasury Officer responsible for paving interest 
thereon. . 

(riO As regards Bearer Bonds, the certificates will leaned in 
triplie-ate, t}iv original being sent to the Stole or the 
eorned, the duplicate copy W t he trv-VMin; responsible for px™c£ 
of coupon relating thereto tmd the tnphc.Ho copy to the lubh- 
Debt Office ivtihm whose sphere such treasury » situated. 

(,» The exemption certificate fining to scvnntiex m the fortn 
„r ,„rv notes or bearer bonds given to the St.ite or the f - 

cinecmcd sh'ould be produced before the Public I** 1 
£o,4rv each time the promi-son- note or the. coupon a.lacL.i 
to the hearer bond is presented for payment of interest. 
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(r) In the ca«e of slock certificates or promissory note'’, an ex- 
rmption certificate awl) remain aihd until either 

(al it i* cancelled by the Income tax Officer, or 
(6) fbe secuntv is transferred to pome other perron tfnn the 
''fate or the Ruler in whose name it stood at the 
lime when the certificate was issued, or 
(r) the recuntr is changed from one form into another, 
c q , from a stock certificate into promissory notes or 
bearer bonds or ncc rrrrd or is renewed 
frfl In the ca*<i of bearer bonds, n fresh certificate wiff be re- 
quired to cover each interest paament 

frit) The above orders refer to Gorrrnmcnt securities only , the 
interest on which is exempt in the ra«* of Indian States os well 
as Indian Princes or Chiefs as stated ahote \s regards other 
securities, nr those of local authorities and companies referred 
to m section 6 of the \ct onlj Indian States arc exempt In 
order to hue exemption certificates for «tich securities the State 
concerned s' ill «mnlaiU send a cerfifirito stating that it is the 
owner of the securities for which exemption is claimed through its 
Political Agent or Resident to the Income tax Officer within whose 
jurisdiction the Public Debt Office or the office of the local nut ho 
nt\ or compana is situate and on receipt thereof tint officer will 
grant on exemption certificate in accordance with the nbo\e direc- 
tions sending a duplicate thereof at the same time to the authority 
empowered to paj interest on the securities concerned Nothing 
m the«e instructions relates to dmdends of companies 

(ftii) The procedure laid down in the preceding paragraph may 
also he adopted in the ca«e of interest not being Intire«t on securi- 
ties*' which is liable to be taxed at source under section 18 (SB) 
when it is to be paid to an Indian ''t lie m respect of tnonc) be 
longing to it and when such income is not liable under the Gov- 
ernment 1 ruling Iaxition \ i 1 <111 of J 920) 


(ix) Refund of an) tax alrcuh deducted at source which should 

ru i lt iMwi l .«• »» - M i- »• 

TVjju 227 <o 22f— 

For piragrapii 79 (x) eubsUtul' tbo toMewwg 
W T ho position 

Company in British mma «* , . ltv r crca f Qn socuritic 

refund >a therefore (totW 

/idends can onty arl 
jet of which the Sta 

f. in xrirf no of scctu 
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fhl d b ? ^ ? T Chlefs 39 individuals, that is, not as 

the property of the State, is taxable under the Jaw, but it has 
been exempted under section 60 of the Act (item No 8 of para- 
graph 17} It is, therefore, no longer necessary that the authors 
ties responsible for the payment of interest on Government secu- 
rities should be supplied with information enabling them to dis- 
criminate between those that are the property of the State and 
those that are the property of the Ruler , but it is still necessary 
that such authorities before paying the interest without deducting 
income tax should have evidence that the income tax authorities 
are satisfied that the particular security in question is eligible to 
exemption on one or other of the grounds already mentioned No 
such evidence is required where Government securities axe held in 
the names of the Rulers of Indian States m the special non trans- 
ferable form prescribed by Rule 38 of the Indian Securities Rules, 
1920 , but in other cases, a State or its Ruler claiming the payment 
of interest free of income tax should forward a certificate that it 
is, or he is the owner of the securities in question through the 
Political Agent, or Resident of the State (a) if the security is in 
the form of a stock certificate, to the Income tax Officer within 
whose jurisdiction is situated the Public Debt Office which issued 
the stock certificate, (b) if the security is in the form of a pro- 
missory note or a bearer bond, — 

(a) when the interest is payable at a Public Debt Office or a 
treasury in British India, to the Income-tax Officer 
within whose jurisdiction such Public Debt Office or 
treasury lies, and 

C6) when the interest is payable at a treasury outside British 
India, to the Income tax Officei Ison residents Re 
fund Circle, Bombay 

(») The Income tax Officeis mentioned will in turn grant ex- 
emption certificates in the form prescribed in paragraph 78 The 
exemption certificates will be issued m duplicate m regard to 
securities in the form of stock certificates or Promissory notes, pno 
copy being sent to the State or the Ruler concerned and the other 
for purposes of registration direct in the case of stock certificates 
to the Public Debt Office of domicile where the stock certificates 
is registered and m the case of Promissory notes to the Public 
Debt Office or the Treasury Officer responsible for paying interest 
fhcieon 

(m) As regards Bearer Bonds, the certificates will be issued m 
triplicate, the" original being sent to the State or the Ruler con- 
cerned, the duplicate copy t« the treasury responsible for payment 
of coupon relating thereto and the triplicate copy to the I lib!- 
Debt Office wtihin whose sphere such treasury is situated 

(id The exemption certificate pertaining to securities m the form 
of promisors notes or bearer bonds pacn to the State or the Bul« 
concerned should be produced before the Public Debt Office or to 
treasury each time the promissory note or tho coupon attached 
to the bearer bond is presented for pajment of interest 



Tot paragraph 79 (x) tuMUuf* the following 

*' lx) The posJllon jn record to dividends recoiled by ft Stato from n 
C'omjisn) In Uritlsh India In which It holds shares is entirely 
different from tho position in regard to interest on securities 
) eld b> n State T»x on interest on securities deducted under 
section IS (3) is no Id bv the porson who doducts it on bcliall 
of tlm owner of tho security ; o hero the owner is a State, ft is 
tax ni h which tho State wns not properly chargeable, ns n 
State is not assessable to nnv income-tax or super-tax except 
under tho Government Trading Taxation Act III of 1920 A 
refund is therefore admissible unde? soetion 48 A of the Ac' 
■ On the othei 

* ■ ' a * ■ h ami tho tru 

1 ‘ 1 1 ■ ■oliolder*. Anj 

claim by a Stato to a refund tn respect of un imams can only ariv 
not because tho income was incomo in rcspoct of which tho StxV 
was not oh initio chargeable with tax but in virtuo of sectloi 
48 of the Act M 


(Correction Lht No 2 
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the State whose ursmne as such cannot be taxed because it is not 
an indnidual, Hindu isjndivided Tamil} Company, lirm or other 
association of individual^ immaterial The tax is not paid b} 
the Company on behalf oiKs shareholders Any claim to refund 
can only arise not because tnXmcome was not ab tmtto liable to 
tax but m virtue of section 48 of the Act Ivo such claim on the pait 
of a State could be admitted because a State cannot be either a 
British subject or the subject of a Stabc in India , see sub section 
(5) of section 48 Tor similai reason tnfcsBulcr of a State could 
onh be entitled to make a claim under secube 48 of the Act if he 
were actually resident m British India 

80 Deduction of lax from interest other than interest on 
securities —Before the passing of the Indian Income tax (Second 
Amendment) Act 1933 there was no provision m the Act for de 
duction of tax at source from any interest other than interest on 
securities Section 18 of the Act as amended now provides for 
such deduction which is however restricted to payments made to 
non residents alone Where the Incomo tax Officer has reason to 
believe that the total income of a nonresident, to whom such 
interest is paid will m an} jear exceed tho maximum which is 
not chargeable with supertax he may direct tho person pacing 
such interest to deduct income tax and super tax at the rale detci 
mined b} him to be applicable to such non resident s total income 
Even if no such direction is made b} tho Income tax Officer, tho 
person paying interest to an} person not known to bo a resident 
is still under an obligation to deduct incomo tax and super tax if 
the amount of interest paid exceeds in the aggregate tho maximum 
which is not chargeable with super tax In that case ho must do 
duct income tax on the entire amount at tho rate applicable to it 
and super tax on the amount bv which such total exceeds man 
mum amount not chargeable with super tax at tho rate applicable 
to such excess I allure to deduct such tax renders him liable to 
be treated as an asscssee in default and to be prosecuted under 
section 51 (a) A penalt} rnav al^o bo imposed on him under sec 
tion ICO) if the failure is wilful 

81 Deductions at source of tax on dividends declared by Joint 
Stocl Com ; antes — (i) It often happen* that tho holders of shares in 
Tomt Stock Companies like the holders of securities authorise their 
bankers to collect dividends on thoir behalf Vi hen thev do so it 
is the practice of the persons distributing the dividinds to issue 
certificates under section 20 m the name of n bank for the whole 
block of shares held bv the bank on behalf of its constituents so 
that it is not po <uble for an individual ns*osse>e for whom dividends 
arc coUecie 1 bv Ins bankers to pro luce the certificate required bv 
rule 11 The Income t ix Officer should ordinanlv ncccjt a certi 
fjeate from a responsible ofiiccr of n ban! in the following form and 
act upon it a* if it were a certificate rccuved direct from the per 
son re j»onsible for distributing dividends — 

(ti) Wo liereb} certify that dividends on the various share speci* 
f*_d bofcivv were collected b} as on behalf of and tint wo 




To he Eigncd b> claimant 


I hereby declare that the Bln res on which dmdends as above 
specified Ime been recened are my own property, and were in the 
jxjsac'sion of the ltnjwrial 13 ink of India, Calcutta, at the time 
when these dmdends were realized. 


Signature. 


Dato 

N 1) —The Mtdo cuitod j receipt* And the B*nk’* p**« book to bo prodacod 
ita support of *ir claim. 
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0) A note should be printed on the certificitc to the etTect 
that shareholders may claim refund of t.a\ under 
section ‘1»(1) of the Act in respect of their dividends 
if their personal rate of tax is less than the maximum 
( • rate. 

", ri nnual return of employes. {Section 21.)— (i) Under section 

'*.1 read with rules Id, 1G and 17 n return in the form prescribed 
1? Ann mu5 * of all employs deriaing an income of 

l\s. 1,000 per annum or oaer by the Goaernmcnt officers mentioned 
f in rule lo, by ever) private employer and by, m the case of local 
/./Authorities, companies or other public bodies or associations, the 
“principal officer” (see paragraph 7) “or the prescribed person”. 
The provision that m the last mentioned case the return is to he 
made either by the principal officer or "the prescribed person** 
is designed to aaoid difficulties experienced particularla in the ca«e 
of companies, owing to the proaision pi the Act of 1918 which 
required that the return should alwnas be made by the “principal 
officer” Where a company, for example, has got several places 
of business, it may be more convenient for the company that the 
returns under this section should be made not by the principal 
officer at the headquarters of the company but by officers at different 
branches, since this particular return has as a rule to be made to 
the local Income-tax Officer, i.r., to the Income-tax Officer of the 
place where the employs happen to reside. The liability for mak- 
ing this return remains under section 21 with the principal officer 
unless another person is prescribed in the c.n«c of particular com- 
panies Such a person must be prescribed by means of a rule 
made by the Central Hoard of Reaemie [see section 2 (10) nnd sec- 
tion 59(2) (c)]. The object of the return is to enable Income-tax 
Officers to sec that the tax has been deducted at the source under 
section 18(2), to arrange for adjustments where the collections at 
the source have not been made correctly and to cs<e«s “salaried 
persons under section 23, whether the tax has been collects at 
the source or not, where the salaried per-ons Ime other income 
than “salary". 

(if) This section proscribes that the return must be debarred to 
the Income-tax Oflicer but does not «tite to what partienlir Jmome- 
tax Oflir-i r the* return should bo made Karra Inmuu tax Oflicer has. 
under the pro\i«ions of section Gl(/), all confined by or 

under the \ct on nn Income-tax Oflictr in ri'pect of nrn income 
nccniim: tr arising rtcuaed within tie area for which le it 
ftppo nted irrespertne of whither tie partteuhr income i« n«'e*«e,J 
bv him or rot In woe, ca r es it i* conamient that tins ntrm 
pfioild lw made to the Income tax Officer t? the n-va m which the 
rmphiy/i ri *ide. !u.t in son c ca*e* it may l c rno-r roaarn rt t t’ at 
the return r l oull le made to the Jrcome tax Of err of tie area 
an avhich t* e l.ev! ju artery of ra wide fjr«ad l.ui r*--i is *.ti a f e.J, 

It i* for tie Income-tax (VainiM n'-'r in racli d e.btfi ! rvo to 
de<-i».» to w 1 at p'tiraUr h av;,f tax Of er thn ret' rn »’ 
scr.t 
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(in) The return j re«cril ed under this section is the return of all 
employs who during the period of 12 months ending 31st March 
last were in receipt of satin of not le** than the prescribed amount 
of Its 1 OOO and the return must be furnished to the Income tax 
Ofneer in the proper form before the 1st of May The obligation 
to make this return is a st \tutcn one and no preliminary notice 
or rcane't from the Income tax Officer is required Failure to 
furnish this return is punishable under section ol (c) of the Act 

84 Return of income by com/ antes [Scctton 32(1) ] -The 
return of the total income of a compam must be furnished to the 
Income tax Officer before the 15th da\ of June in each year m the 
form prescribed in rule lb which also contains the form of the 
verification of such return The obligation to make this return 
is a statutory obligation upon the principal officer (6ee para 
£raph 7) of the company and it is not necessary that the Income 
tax Officer should send any preliminary notice or request to the 
company or the principal oflicer concerned Failure to furnish 
this return is punishable under section 51 (c) of the Act 

85 Return of income by persou other than companies [Sec 
fion S3 (3) ] — (0 The form of return of total income of individuals 
firms or Hindu undiaidcd families is prescribed in rule 19 which 
also prescribes the form of the aerification of such return In this 
ca«e no statutory obligation rests upon the individual firm or 
Hindu undivided fnmih to make such a return until a notice has 
first been served by the Income tax Officer requiring such a re 
turn The notice must allow a period of 30 dais for the furnish 
ing of the return The only exception to this rule relates to the 
assessment of persons who are UkcU to leave India before the 
close of the financial year and are not likely to return In such 
cases it will be sufficient if ft period of not less than seven days is 
allowed to make the return If however on receipt of such 
notice the return is not furnished within due time such failure 
to make a return is punishable under section 51 (c) of the Act 

(if) An Income tax return is not a public document and there 
fore no one has any right to inspect or to receive a copy of it 
The follow mg persons should howeaer in practice be allowed to 
■do so — 

(a) m any case the person who actually made the return 

(5) any partner (known to be such) m a firm registered or 
unregistered to whose income the return relates 
and 

(c) the manager of a Hindu undivided family to whose 
income the return relates or any other adult member 
of such family who has been treated as represent 
ing it that is on whom a notice or requisition has 
been served under section 63 of the Act 
(ui) A return under section 22 on which the word los3 has been 
written without any figures or in which nil has been entered 
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(4) A note should be printed on the certificate *o the effect 
that shareholders may claim refund of ta\ under 
section 48 (1) of the Act in respect of their dividends 
it their personal rate of tax is less than the maximum 
j rate 

i 83 Annual return of employ Is (Section SI )— (i) Under section 
21 read with rules 25, 16 and 17 a return in the form prescribed 
T? M ni roust be made of all employes deriving an income of 
Its 1,000 per annum or over by the Government officers mentioned 
in rule 15, by every private employer and by, m the case of local 

^authorities, companies or other public bodies or associations, the 
' principal officer" (see paragraph 7) "or the prescribed person". 
The provision that m the last mentioned case the return is to be 
made either by the principal officer or "the prescribed person" 
is designed to avoid difficulties experienced particularly in the case 
of companies, owing to the provision pi the Act of 1918 which 
required that the return should aluavs be made by the "principal 
officer" Where a company, for example has got several places 
of business, it may be more convenient for the company that the 
returns under this section should be made not by the principal 
officer at the headquarters of the company but by officers at different 
branches, since this particular return has a9 a rule to be made to 
the local Income tax Officer, t e , to the Income tax Officer of the 
place where the employes happen to reside The liability for mak- 
ing this return remains under section 21 with the principal officer 
unless another person is prescribed in the case of particular com- 
panies Such a person must be prescribed by means of a rule 
made by the Central Board of Revenue [see section 2 (10) and sec- 
tion 59 ( 8 ) (c)j The object of the return is to enable Income tax 
■Officers to see that the tax has been deducted at the source under 
section 18 (2), to arrange for adjustments where the collections at 
-the source have not been made correctly and to assess * salaried 
persons under section 23, whether the tax has been collected at 
the source or not, where the salaried persons have other incomo 
than "salary" 

(it) This section prescribes that the return must be delivered to 
the Income tax Officer but docs not state to what particular Income- 
tax Officer the return should be made Everv Income tax Officer has 
under the provisions of section Cl (4), all powers conferred b} or 
under the Act on an Income tax Officer in respect of an> incomo 
accruing or arising or received within the area for which he is 
appointed irrespective of w hethcr the particular income is assessed 
by him or not In most case? it is convenient that this return 
should be made to the Income tax Officer of the area in which tho 
employ <$s reside, but in some cases it may be more convenient that 
the return should bo made to the Income tax Officer of the area 
in which the headquarters of a wide spread business is situated 
It is for the Income-tax Commissioner in each doubtful ca«e to 
decide to what particular Income tax Officer this return should bo 

sent 
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(m) The return pie^ubed under this section is the return of all 
■employs who during the penod of 12 months ending 31st March 
last were in receipt of salary of not less than the prescribed amount 
of Rs 1,000, and the return must be furnished to the Income tax 
Officer in the proper form before the 1st of May The obligation 
to make this return is a statutory one and no preliminary notice 
or request from the Income-tax Officer is required Failure to 
furnish this return is punishable under section 51 (c) of the Act 

84 Return of income by companies [Section 22 (1) ] -The 
return of the total income of a company must be furnished to the 
Income-tax Officer before the loth day of June in each year m the 
form prescribed in rule IS, which also contains the form of the 
verification of such return The obligation to make this return 
is a statutory obligation upon the “principal officer” (see para- 
graph 7) of the company , and it is not necessary that the Income- 
tax Officer should «?end any preliminary notice or request to the 
company or the principal officer concerned Failure to furnish 
this return is punishable under section 51 (c) of the Act 

85. Return of income by persons other than companies [Sec- 
tion 22 (2) ] — (0 The form of return of total income of individuals, 
firms or Hindu undivided families is prescribed in rule 19 which 
also prescribes the form of the verification of such return In this 
case no statutory obligation rests upon the individual, firm or 
Hindu undivided family to make such a return until a notice has 
first been served by the Income tax Officer requiring such a re- 
turn The notice must allow a period of 30 davs for the furnish- 
ing of the return The only exception to this rule relates to the 
assessment of persons who are likely to leave India before the 
close of the financial year and are not likely to return In such 
cases it will be sufficient if a period of not less than se\en days is 
allowed to make the return If however on receipt of such 
notice, the return is not furnished within due time such failure 
to make a return is punishable under section 51 (c) of the Act 
(it) An Income tax return is not a public document" and there- 
fore no one has any right to inspect or to receive a copy of it 
The following persons should however in practice be allowed to 
•do so — 

(o) in any case the person who actually made the return , 

(5) an> partner (known to be such) in a firm registered or 
unregistered to whose income the return relates; 
and 

(c) the manager of a Hindu undivided family to whose 
income the return relates or any other adult member 
of such family who has been treated as represent- 
ing it that is, on whom a notice or requisition has 
been served under section 63 of the Act 
(in') A return under section 22 on which the word “loss” has been 
'written, without any figures, or m which ‘ml’ has been entered 
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(4) A note should be printed on the certificate *o the eflect 
that shareholders may claim lefund of tax under 
section 48 (I) of the Act in respect of their dividends 
if their personal rate of tax is less than the maximum 
v rate 

.o, 83 , An * ual of employes (Sect, on SI ) — CO Under section 
,f jtl read with rules 15 , 16 and 17 a return m the form prescribed 
S 5Ui 7 mUst ma ^ e °* employes deriving an income of 
r Us 1,000 per annum or over by the Government officers mentioned 
ft in rule 15 , by every private employer and by, in the case of local 
r^^ u ^ lon ^ ie3 ' c0m P anie3 or other public bodies or associations, the 
f principal officer” (see paragraph 7 ) “or the prescribed person’ 
The provision that m the last mentioned case the return is to be 
made either by the principal officer or “the prescribed person” 
is designed to avoid difficulties experienced particularly in the case 
of companies, owing to the provision pi the Act of 1918 which 
required that the return should alwavs be made by the “principal 
officer” Where a company, for example has got several places 
of business, it may be more convenient for the company that the 
.returns under this section should be made not by the principal 
officer at the headquarters of the company but by officers at different 
branches, since this particular return has as a rule to be made to 
the local Income tax Officer, t e , to the Income tax Officer of the 
place where the employes happen to reside The liability for mate 
mg this return remains under section 21 with the principal officer 
unless another person is prescribed in the case of particular com 
panics Such a person must be proscribed by means of a rule 
made by the Central Board of Bevenue [see section 2 (X0) and sec- 
tion 59 (2) (c)J The object of the return is to enable Income tax 
Officers to see that the tax has been deducted at the source under 
section 18 (2), to arrange for adjustments where the collections at 
the source have not been made correctly and to assess “salaried 
persons under section 23, whether the tax has been collected at 
the source or not, where the salaried persons have other income 
than "salary” 

(ti) This section prescribes that the return must be delivered to 
the Income tax Officer but does not state to what particular Income- 
tax Officer the return should be made Every Income tax Officer has, 
under the provisions of section 64 (4), all powers conferred by or 
under the Act on an Income tax Officer in respect of any income 
accruing or arising or received within the area for which he is 
appointed irrespective of whether the particular income is assessed 
by him or not In most cases it is convenient that this return 
should be made to the Income tax Officer of the area in which the 
employes reside, but m some cases it may be more convenient that 
the return should be made to the Income tax Officer of the area 
in. which the headquarters of a wide spread business is situated 
It is for the Income-tax Commissioner m each doubtful case to 
decide to what particular Income tax Officer this return should bo 
cent 
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(hi) The return prescribed under tins faction is the return of all 
employs who during the peuod of 12 months ending 31st March 
last were in receipt of salan of not less than the prescribed amount 
of Rs 1,000, and the return must be furnished to the Income tax 
Officer in the proper form before the 1st of Maj The obligation 
to make this return is a stitutcrj one and no preliminary notice 
or request from the Income tax Officer is required Failure to 
furnish this return is punishable under section 51 (c) of the Act 

84. Rcfurn of income by companies [Section 22 ( 1 ) ] -The 
return of the total income of a compam must be furnished to the 
Income-tax Officer before the 15th da\ of June in each jear in the 
form pre e cribed in rule lb, which also contains the form of the 
verification of such return The obligation to make this return 
is a 6tatuton obligation upon the ' principal officer ’ (see para- 
graph 7) of the conipanj , and it is not necessary that the Income- 
tax Officer should «end an) prehrainar) notice or request to the 
compan) or the principal ofiicer concerned Failure to furnish 
this return is punishable under <ection 51 (c) of the Act 

85. Return of income by persons other than companies [Sec- 
tion 22 (2) ] — (0 The form of return of total income of individuals, 
firms or Hindu undivided families is prescribed in rule 19 which 
also prescribes the form of the verification of such return In this 
case no statutorv obligation re9t9 upon the individual firm or 
Hindu undivided familj to make such a return until a notice has 
firbt been served by the Income tax Officer requiring such a re 
turn The notice must allow a period of 30 davs for the furnish- 
mg of the return The only exception to this rule relates to the 
assessment of persons a ho are likely to leave India before the 
close of the financial jear and are not likely to return In such 
cases it will be sufficient if a period of not less than seven days is 
allowed to make the return If howe'er on receipt of such 
notice, the return is not furnished within due time such failure 
to make a return is punishable under section 51 (c) of the Act 

(«0 An Income tax return is not a public document and there 
fore no one has an) right to inspect or to receive a copy of it 
The following persona should however in practice be allowed to 
■do so 

(а) in anj case the person who actuall) made the return, 

(б) any partner (known to be such) m a firm registered or 

unregistered to whose income the return relates, 
and 

(c) tho manager of a Hindu undmded famil) to whose 
income the return iclatoa or nnv other adult member 
of such fmnil) "bo has been treated as represent- 
ing it tint n on whom n notice or requisition has 
been served under section 03 of the Act 

(tti) A return under section 23 on which the word ‘ loss*' hae been 
written, without any figures or in which 'nil* has been entered 
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course of proceedings under section Si for a supplementary assess. 
«“* ' n '^ct of any concealment of wcoJern the course of 
proceedings in connection With the original assessment in the case 

g£2F*ft/ AIIa p iab i n '" h Comt *-SSTtt? cakTf 

I7n Durga PC £ S " S Comn nss>oner of Income tax. 

Uni ted Provinces) The offender will, however, be liable to a 
prosecution under section 52 of the Act, or any section of tba 
Indian Penal Code other than section 177 thereof referred to tn 
section d 2 of the Income tax Act 

(p) Clause (4) of section 28, however, provides that where a 
penal assessment under that section is imposed by the revenue 
authorities, no criminal prosecution for an offence shall be instituted 
on the same facts It is obviously not desirable that there should 
be room for a possible conflict between the revenue and judicial 
authorities, and it is also unreasonable that a double punishment 
should be provided for 

(tu) A criminal prosecution cannot, under section 53 (2) of the 
Act, be instituted except at the instance of an Assistant Commis- 
sioner In most ca«es action under section 23 will be effective 
although in more serious cases a prosecution might bo launched 

88 Production oj accounts flection 22 [4) ]— (j) Under sub- 
section (-2) of section 22 the Income tax Officer is empowered 
to call upon any person liable to make a return to produce surb 
accounts or documents as he may require It does not, however, 
empower him *o ask the assessces to prepare accounts Ido a profit 
and loss account which they do not alrculy possess and do not 
require for their own purposes , all that it empowers the Income- 
tax Officer to do is to call for accounts and documents which are, 
or are bebc\ed to he, m existence The production of accounts 
roa\ be called for whether a return has or 1ms not been made 
As stated in paragraph 80, \i is always desirablo in the interests 
both of the osscssecs and of the Goicrnment that Income tax 
Officers should obtain a return of income beforo they make an 
assessment If, howeier, such returns arc not forthcoming, they 
should, so far as possible. obtain the accounts of the ns^scc 
Again, if a return is made the Income tax Officer has power to 
call for accounts where! er he confers it oecos<tfrj for the pur- 
poso of testing the accuracy of the return It is however, desir- 
able that the least possible inconvenience fthouW bo giaen to 
osse^ees by the detention of their accounts by Income tax Officers 
and Income tax Commissioners ahovdd take steps to seo tint ac- 
counts arc not detained for am undue tunc or for any unnocossiry 
purpose Steps should be tihm to si euro that the services ol 
competent end reliable Account inis "here employed ,, 
eliould be utilised to tlio folio! wtetit ,1>S the Income t« OflicCT' 
ihc latter from their experience should soon know what partial) 
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Auditors can be relied upon to gi\e accurate figures Where a 
statement of profit and loss filed by an assessee has been certified 
as correct and complete bv such an Accountant, the Income tax 
Officers should, unless they see reason to the contrary, accept the 
statement as correct and complete with regard to the 
facts mentioned in it, although he will frequently have to call for 
details showing how various figures are made up But in such 
cases the Accountant himself when authorised by the assessee to 
appear on his behalf should be asked to supply the details In- 
come tax Commissioner should take steps to secure that the 
services of such Accountants are fully availed of 

(it) The pro\i«o to sub section (4) of section 22 pre\ents any In- 
come tax Officer from calling upon an assessee to produce books 
of account going back for a period of more than three years prior 
to the accounting period This limitation applies merely to 
books of account , it does not apply to documents No limitation 
is placed by the Act upon the power of the Income tax Officer to 
call for documents of any date 

(ui) Neglect to furnish accounts or documents asked for by the 
Income tax Officer under section 22 (d) is punishable under sec- 
tion 51 (d) and further under the provisions of section 23 (4) read 
with section 30 (I) any person who fails to comply with the re- 
quisition of the Income tax Officer for the production of accounts 
or documents may not appeal under section 30 against the assess- 
ment made whether he has made a return or not If the assessee 
is a registered firm the Income tax Officer may cancel its regis- 
tration He is in exactly the same position as a person who did « 
not make a return in the first instance his only remedy being 
that described in paragraph 8G (i e under section 27) 

89 Evidence in assessment proceedings other than returns and 
accounts of assessee — (i) In addition to his general power to call for 
accounts the Income tax Officer where he belie\es that a return 
made under section 22 (2) is incorrect or incomplete has power 
to call upon an assessee to attend or to produce or cause to be pro 
duccd evidence of the correctness of Ins return If an assessee 
fails when required b\ an order under section 23 (2) to attend or 
to produce evidence in support of Ins return he is not liable to 
any penalty under section ol but failure to comply with such 
orders has the result of placing the assessee in exactly the same 
position ns a person who failed originally to make a return [see 
section 23 (4)] that is he may not appeal against the order of 
assessment or take any action other than action under section 27 
as described in paragraph SG If the assessee is a registered firm, 
the Income tax Officer may cancel its registration 

00 I’ndir section 23 (3) the Income tax Officer is empowered to 
utitisc nnv evidence bearing on the assessment which he mav ob 
tain of his own motion while under sections 37 and 33 he can 
enforce the attendance of nn\ person for this purpose and compel 
the production of the information that ho requires 
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lower* to disallow nn\ jnvmcnt shown in the accounts of an 
•v»*c*s<.c where proof of the jm merit is not forthcoming 

(rn) fctction 37 also provides for the i«stic of commission* The 
fcalc of diet monex nna travelling cxpin'c* for w»tne**es sum 
monel under ill * •* aton tdiouhi b tin. jre^enbed for ittcndincc 
in ci\il court x in tlie Province concerned 

90. Personal attend mcc of fmcsvrr — ti) While tcction 23(9) 
empowers the Income tax Officer to re pure a pcr*on unking n return 
to attend it Ins oQicc, under the |ro\i«ion* of section G1 an) 
person required or entitled to attend before anv income tax nutho- 
nt\ ma\ either attend in person or be rej relented b\ a j>crson duK 
authorised bv him m writing Ihe penalty to which in nssc* s cc 
who failed to attend when required to do so b) an Income tax 
Officer was liable under the Vet of 1918 has been omitted from 
section 51 of the present Act W lnle there is no obligation on an 
a'sessce to attend m person at an} 6tagc of the assessment pro- 
ceedings or before an} income tax nuthoritv in connection with 
an} proceedings under the Vet and while he nnj be represented 
at an} such proceedings b} an} person he pleases to authorise in 
wnting failure to attend or to be *-o represented has the result 
that tiie asscssee loses an} right of appeal against the assessment 

00 It should liowc\cr be particularK noted that the provisions 
of section G1 mere!} refer to attend uue Keturns and vcrifititions 
required under the Act must be signed cither bv the as'essee him 
self or b\ some representative duh authorised for the purpose m 
proper legal form so that ins nets will bind ins principal 

(tn) It is desirable that tax pa}crs should be allowed to u e what- 
ever agency the} please for the purpose of representing their ease, 
and whatever person the} authorise to represent them whether he 
be an employe an accountant or an) other person has presum 
ebl} been selected b) them as the j cr-on hiving the best know 
ledge of their accounts ind financi il position uul buch person is 
entitled to appear before an) income tax authority and to give 
explanations and produce evidence regarding any points of doubt 
that may arise 

91 Assessment of Bogus Companies and Firms (Section 
23 1) — (0 The object underl>ing the introduction of this section is 
to prevent the avoidance of income tax and super tax by com 
panics firms or other association of individuals b) the adoption of 
certain devices Where the Income tax Officer is satisfied that a 
compan) firm or other association of individuals is adopting an) 
of the devices mentioned in sub sections (1) and (2) of section 23 A 
he should obtain the approval of the Assistant Commissioner to 
assess the individual members on their share of the profits and 
gams and if it is accorded proceed to assess accordingly The As - 
sistant Commissioner should give the firm company or association 
of individuals as the case may be a hearing before he directs the 
Income tax Officer to refrain from determining the sura payable 
as income tax by it and make the assessment on the members 

Q 
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(n) Section 23-A is not one of the sections mentioned in section 
oS. Consequently Income-tax” in section 23-A (1) and (2) means 
Income-tM and super tax". It follows that the Income-tax 
Officer under these sub-sections must refrain from deterinininr. 
the amount of their income-tax or super-tax payable by the firm 
association or company, J ’ 

92. Assessment of temporary residents.— (i) Before the passim: 
or the Indian Income-tax (Second Amendment) Act, 1933, there 
°i Pr oVJS V? n 1Q _ f° r issue of a notice under section 

^ U; before the close of the financial year for the purposes of 
assessing the income of that year. The absence of such a provi- 
sion enabled touring theatrical companies and other temporary re- 
sidents as also persons about to change their more permanent lesi- 
dence to escape income-tax by leaving the country before the close 
of the year. The new section 24-A is designed to bring such 
assessees under assessment. Where it appears to an Income-tax 
Officer that a person may leave India during the current year or 
shortly after its expiry and may not return to India he may serre a 
notice upon him requiring him to furnish a return in the same form 
and verified m the same manner as a return under section 22(2), of his 
total income for each of the completed previous years from the 
period from the expiry of the last previous year for which he has 
been assessed and of his estimated total income for the period from 
the expiry of the last such completed previous year to the probable 
date of his departure. The minimum period within which such a 
return should be required to be made is seven days. The Income* 
tax Officer may in the exercise of his discretion allow any period 
exceeding this limit according to the circumstances of each case. 
Such a notice is a notice under section 22 (2) and all the provisions 
relating to assessment apply thereafter. The assessment shall be 
made for each completed previous year included in the period of 
assessment ut the rate at which 6uch total income would have 
been charged had it been fully assessed. As regards the period 
from the expiry of the last of such previous years to the probable 
date of departure the Income-tax Officer should estimate the total 
income and assess it at the rate in force for the year during which 
the assessment is made. 

(«*) It should be particularly noted that this section should not be 
used to assess an income which has escaped assessment or has 
been assessed at too low a rate in respect of which the Income-tax 
Officer cannot issue a notice under section. 34. 

93. Assessment of deceased persons. (Section This 

section provides that an executor, administrator or other lepil 
representative of a deceased person shall be treated as an assesses 
for the purposes of an assessment on the income of a deceased per- 
son. There was no provision in the Act for the assessment of tho 

incomes of deceased persons before the passing of the Indian In- 
come-tax (Second Amendment) Act, 1933, with the result that 
such incomes escaped tax. The Act as new amended has stopped 
that loophole. The liability of an executor, administrator or other 
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legal representative in respect of tax due by the deceased is, how- 
ever, confined to the payment of tax to the extent to which the 
estate of the deceased is capable of meeting the charge The 
charge of income-tax on the income of a deceased person does not 
rank in any way prior to other charges to which the estate may 
he liable 

(ti) The procedure to be followed in making such assessments is 
as follows Where no notice has been served on a deceased person 
under section 22 (2) or 34 as the case may be, a notice may be 
served on the executor, administrator or other legal representative 
and an assessment made as if such person were the assessee 
Where notice has been served on a deceased person, but no re- 
turn has been made or where the return made is in the Income-tax 
Officer's opinion incorrect or incomplete the Income tax Officer 
may assess the income and determine the tax payable For the 
purposes of making such assessments, the Income-tax Officer may 
require the executor, administrator or legal representative of the 
deceased to produce documents or other evidence under sections 
22 and 23 All the provisions of the Act relating to the assess- 
ment and collection of a tax apply to these cases See also para- 
graph 118 

(tiO Where an assessment is made in pursuance of sub sections 
(2) and (3) of section 24-B, the assessment should be regarded as one 
made under section 23, since the legal representative of the de- 
ceased is for the purposes of the Act the assessee All the conse- 
quences of an assessment under section 23 will therefore follow 
€ g , a notice of demand can be issued to the legal representative 
under section 29, and an appeal can be filed by him under section 
30 or other relief sought by him in the circumstances and to the 
extent that similar relief could have been sought by the assessee 
had he been alive 

94 Set-off of loss under one head of income against income 
under another head — ■(*) Under the \ct of 1918 it was the aggregate 
amount chargeable under each of the separate heads mentioned in 
sections 7 to 12 of the \ct tint determined the total and taxable 
income of an assessee, so that when a person earned on a trade or 
profession and also had an income from house property, if he had 
actually incurred a los3 from the trade or profession, the figure 
adopted under that head in arriving at the aggregate amount of 
the income chargeable to tax was ml and not a minus sum. Under 
the provisions of section 24 of the Act a loss under one head of 
income may now be charged against profits under another in the 
•same year Where a minor has been admitted to the benefits of 
a partnership a claim can be put forward on his behalf for set-off 
under sub-section (2) of section 24 in respect of his share of any 
rage 241 — ‘ “ 

lu the second line from the bottom after the words *' Madras High Court ” 
tnjert the following — 
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firm is ep ' J ~*jiinreof the net loss incurred by the 

Page 24 exactly the same extent 

i fit has been decided to accept 
Jows \ hrm owning property 
faa being m receipt of interest 
uoancn * - /nisions of sub section (2), be 

missionerofn^v/ifc... / business against its income 

~ in securities undei section S or 

property under section 9 But it might happen that a firm mi«hfc 
mcui a net loss, in which cise it would not be liable to tax Sub- 
section (5) specifically provides for such a case 

Illustration — A firm has property the annual value of which 
is Bs 2,000, has income from interest on securities amounting to 
Bs 1,000 and carries on a business from which it incurs m one 
year a loss of Bs 10,000 The firm is entitled under the provi- 
sions of sub section (2) section 24 to set off the loss from business 
against the annual value of the property and the interest on secu- 
rities, and its total income would be minus Bs 7,000 A who is 
a partner m the firm having a share of one half in the profits 
thereof, has other personal income of Bs G.OOO from interest on 
securities He is entitled under the provisions of sub section (2) 
to set-off his share of the net loss from the firm <ciz , Bs 3,500) 
against this personal income and would be assessed on a total in- 
come of Bs 2,500. 

(til) Where an mdi\ idual is a partner in two separate firms of 
which one is registered and the other unregistered and has no 
separate personal income, he should be allowed in dealing with 
any application for refund under section 48, to set off his share of 
any net loss incurred by the unregistered firm against lus share of 
the profits of the registered firm Tor example, *A* Immg a half 
share in an unregistered firm, which incurred a net loss of 
Bs 2,000 m one \ear, had in the same year no personal income 
liable to assessment to income tax. an has own hands, but had a 
similar share in another registered firm which lmd made a net 
profit of Bs 10,000 Such cases will be rare and should be dealt 
with on the basis of real income, ir.m the case flboio emoted ‘A* 
should get a refund so adjusted that he shall suffer finally tax of 
5 pies in the rupee on his real income of Bs 5,000 i/unus Bs 1,000 
i c , Rs 1,000 The same principle would apply if both firms 

were registered Where the situation is reversed that is where 
the registered firm makes a loss and the unregistered firm n profit 
oh non sly no relief can be p\cn Nor can an unregistered firm 
claim to set off losses of the mdi\ idual partners o garnet the income 
of the firm But a partner in a registered firm should he allowed 
to setoff lo^s incurred in lus mdiMdml capacity against his in- 
come as partner m dealing with any application under section 
18 

(ir) ^muhiriv if V Ivw a U*-* of 1 000 in tamne" an inform 
of Bs 1,000 from interest on securities and an income ot 


to aco 
Council » 
missioner of 
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Es 3,000 from dividends, he should be allowed to set off his loss 
of Es 1 000 against his income of Es 4,000 and should be taxed 
on the balance of Es 3 000 

(d) In the 6ame waj, if A borrows money to buy securities or 
shares and the interest on the loan exceeds the interest or divi- 
dend that he receives, he is entitled to set off the excess of the 
interest paid over the interest or dividend received against any 
other taxable income (See paragraph 39 ) 

(©0 The correct procedure in such cases is to ascertain the total 
income after allowing the set off, calculate the tax on that at the 
appropriate rate (apply section 17 if the circumstances justify such 
a course), credit the tax suffered ’ on the dividends on the one 
hand and debit any refunds granted under section 48 on the other 
and collect or refund the balance as the case may be 

(vti) Prom the point of view of equity it is obviously reasonable 
to allow a set off in these cases from the legal point of view it is 
incorrect to argue that section 24 ( 1 ) is inapplicable to such cases 
on the ground that income from dividends or income derived from 
a firm is not (from the point of view of the shareholder or partner) 
income falling under any of the heads mentioned m section 6 — 
Section 24 (I) Obviously such income must fall under one of 
these heads, otherwise (a) it could not be included in the total 
income of the shareholder or partner but it is so included — section 
16, and (b) the shareholder or partner could m no circumstances 
be assessed individual!) on such income but under section 14 (2) 
he is assessable on such income if it so happens that the 
company or firm has not been assessed Consequently such income 
from dividends or from a firm must fall under one of the heads in 
section 6 Income from dividends should evidently be regarded 
m the hands of the shareholder as income from Other sources, ' 
while income from a firm should be regarded m the hands of the 
partner as income from Business On the other hand the part 
ner or shareholder is not an assessce in respect of such income 
unless the firm or company has not been assessed 

95 New business — As stated in paragraph 14, assessments 
under file Afct are made on the profits of the previous year ’ 
"When a new business is started therefore no assessment will, as a 
rule, be made m the first jear and the assessment in the second 
year will be made on the profit* of the preceding year The only 
exception is that referred to in the next paragraph 

96 Business closing doion — (*) The only exception to the gene 
ral rule that assessments are made on the profits of the previous year 
js contained in section 25 (J) where in order to guard against a 
possible loss of revenue owing to delay m making assessments on 
the profits of businesses professions or vocations that clo-e down 
during the course of a financial or commercial jear, it is provided 
tint m such cases in addition to the assessment on the income of 
the preceding jear a further assessment may be made in the year 
m which a business, profes 0 ion or vocation is closed down, on the 
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Sub sechon (2) of that Eectlt » 1 imposes a 
statutory obligation on peisons discontinuing a business, profes- 
°f y oca J on to give notice of such discontinuance within 15 
clays of the discontinuance 

(ti) It is to be noted that these piousions apply only to businesses 
professibns or vocations, that is to say, to profits or gams taxable 
under sections 10 and 11, and furthei , that they only apply to any 
business, profeszon or vocation on which income tax was not at 
a . n y C , un ^ er provisions of the Indian Income tax 
Act, 1918 They do not apply to any business, profession or \oca- 
tion on which income tax had been charged under the provisions 
of that Act, as these aie Subject to the special provisions of sec- 
tion 25 (3) which are described below 


tur) The power to make this additional assessment under section 
2o(l) is a discretionary power which may be exercised whethei the 
business etc , is a purely temporary business commencing and 
closing down in the same year, or whether it is a business that 
has been in existence and has been previously taxed under the 
present Act It should only be used in cases where there is 
reason to anticipate that the tax may not be collected unless the 
assessment is made in the year in which the business, etc , closes 
down Where there is reason to believe that there will be no diffi- 
culty in making the assessment and collecting the tax m the usual 
manner, that is, in the year after the business clones down and on 
the profits of the year in which it did close down, there is no need 
to use the special powers conferred by this sub section 

(it) The profits to be taxed under the provision of "section -) (2' 
are the profits accruing between the end of the Inst ‘ previous 
year" of w'hich the profits have been taxed and tho date of the 
discontinuance of the business Further, tho rate to be applied in 
taxing the discontinued business under sub section (i) is the rate 
in force in the year in which the assessment is made 


(c) \\ here a business, profe con or \ocation had tax charged ou 
it under the prows/ons of the Income tax Art of 391ft, the provisions 
of sub section (2) to section 25 cannot be brought into use for the 
assessment of any such business On the contrary for reasons 
given in paragraph 14, it is, under the provisions of sub section 
(3) of section 23, not liable to tnx in respect of profits or gains 
for the period between the end of the last previous year 
and the date of discontinuance, but w entitled to substitute tho 
profits of that period for the profits of tho last "previous year 
Tor example, in the case of a business whose ' previous year’ ends 
on 3I«t March if it closed down on March 3Jst 192J its 
ment for 1022 23 will be on the profits for the year ending 3m 
March 1922, or at its option, on the profits of its year ending 3m 
March 192 1 If such a concern closed down on 30th April, 103 J, 
it would still be a ".sealed in the year in which it closed down, but 
the assessment would be on the year’s profits to 31st March lDi-, 
or at its option on the profits of the month of April lfc— lU 
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liowe\cr, the concern’s business year" ends on 30th April and it 
clo <_s down on Jflth September 1922, its assessment in the year 
1923 24 would be on the profits of its year to 30th Annl 1922 or at 
its option on its profits from 1st May 1922 to 30th September 
1922 1 lus special provision applies only to a business, profession 

or vocation on which tax was charged under the Vet of 1918, and 
when a cl urn for tins concession is made it must be supported by 
proof tint ta\ 1 ad been charged under the Act of 1918 m respect 
of that very business, profession or aocation 

(rf 1 \n as es cc should be allowed the benefit of section 25 (3) if 
(1) be has (for example) both a business and a profession and dis- 
continues only one of them or (2) has more businesses than one 
and discontinues one or more but not all of them provided that 
the\ are ^enumt dtstm t bu messes for winch separate accounts 
are maintained , and not mere branches of a single business The 
section should of course onl\ be ap[hcd to the income of any 
profession or business that is actually discontinued 

<rn) V cluin to be assessed under this sub section may be ad 
milted if it is made not later than the end of the year following that 
in winch the business, profession or \ocation is discontinued 

% r — Tht provit ont of itc ton apjJ j to thf con plcte ttoppagt or d il 
coni n anct of a bos ne«s profession or \oc.»tion and do not apply to any 
clangc in tic propr ttoia/ p Where there * any el ange in the proprietor 
ship merely, the prousions of section 26 opplv (see parag aph 98) 

(till) "Where a business, profession or vocation is completely dis- 
continued and is not merely transferred from one proprietor or set of 
proprietors to another the person who carried on the discontinued 
business is responsible for the pa\ment of the tax and where the 
proprietorship was %ested in a firm, section 44 specifically provides 
that the persons who were members of the firm on the date of such 
discontinuance, are jointly and se\erally liable to any tax due 
from the firm 

97 Change in the constitution of a firm [Section 26 (I) ] — 
Vs amended by the Indian Income tax (Amendment) Act 1928 (HI 
of 1928) section 2G now consists o r two parts the first part dealing 
with changes in the constitution of a nrm and the second part with 
changes in the ownership of a business profession or vocation 
Under section CG ( l ) the as essment on the firm and on the members 
thereof sh ill subject to the provisions of this Vet be made as if the 
firm had been constituted thiougbout the previous year as it is con 
stituted at the time of making the assessment and as if each member 
had received the share of the profits of the year proportionate to 
his interest in the firm at the time of making the assessment 
Tor example if A happens to be a member of a firm when an 
assessment is made in the year 1922 23 even if ‘A’ has newly 
succeeded to the partnership just before the assessment is made, 
he is deemed for the purposes of both income tax and super tax, 
to haae recened out of the profits of the year 1921 22 (which are 
the profits assessable in the y ear 1922 23) the share to which he 
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to tint in which the averment n made if tint is different Tho 
fact that the succession resulted in a change in the status of tho 
iscessee does not alter the situation 

99 Order t of assessment — ■'When an assessment order has 
been passed unler section 23 nn\ asscsscc who applies to tho 
Income tax Officer for a cop} of the order must be fupphed by tho 
Income tax Officer with a cop} free of charge subject to the 
following conditions — . 

(ft) that not more than one cop> of an assessment order 
should be supplied free and 

(b) that a copv of an assessment order applied for more than 
one scar after the order was passe 1 should not be sup- 
plied free of charge unless the applicant satisfies the 
Income tax Officer that it is required for lus use in 
some proceedings which are pending under the Indian 
Income tax \ct 1922 with reference to the particular 
assessment cohered b} the order and which are not 
time barred 

Proposed representations to higher authority which are not covered 
by any provision of the Act will not be regarded as proceedings 
-pending under the Act 

99-A When an order has been passed under sections 23 A 26 
27 28 32 or 33 one cop} of such an order should be supplied to the 
assessee if he applies for it free of cost Additional copies should 
be charged for 

100 Nottee of demand — The notice of demand referred to m 
section 29 and prescribed in rule 20 draws a clear distinction be 
tween the cases where an appeal lies against an assessment and 
where an appeal docs not lie and shows tho appropriate remedy 
to an aggrieved assessee in either case These notices of demand 
should so far as possible contain the demand both on account 
oi income tax and super tax and since the total income has to be 
ascertained in every assessment for income tax m order to deter 
mine the rate at which income tax shall be payable on any income 
for which the assessee is responsible for direct payment and as it 
is on the same total income that super tax is leviable it is desir 
able that so far as possible in the interests of economy and con 
vemence to assessees the assessment both of income tax and super 
tax Bhould be made simultaneously 

101 Appeals to Isststant Commissioner — (t) I he cases in which 
an appeal may he to an Assistant Commissioner against the orders 
of an Income tax Officer are specified in detail in section 30 As 
stated in paragraph 86 it is necessary that e\ erv effort should be 
made to get tax payers to file returns of income and the restrictions 
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on appeal contained in the prou^o to section JO 0), winch defimteh 
fmtnd the entertainment of am apnea! agunst an wewroent 
where the Income tax Officer has been compelled to mahe tho 
assessment under section 23 (4) [i e , m cases is here an assesseo 
has failed to mate a return or has failed to produce his accounts 
TVhen called for or has failed to produce any proof of the accuracy 
of ins returns], should be rigidly adhered to Under no circum- 
stances may any appeal be entertained in those cases 


(») Section 30 now allows appeals to the /Assistant Commissioner 
against the refusal of an Income tax Officer to rc open a case under 
section 27 and also against tho orders of an Income tax Officer im- 
posing a penalty under section 25 (2) or section 23 


(tn) Section 30 allows an appeal against an order of an Income- 
tax Officer refusing to register a firm under section 2G \ Vny party , 
whether the firm itself or a partner, nggrieaed by the Income tax 
Officer s order can appeal to the Assistant Commissioner against it 
The Commissioner can also exercise his powers of revision under 
fiection 33 and interfere with the Income tax Officer’s orders regis- 
tering a firm or refusing registration 

(n) Whuc the determination of the precise amount of loss sus 
tamed by an assessee in a particular year is material, for example, 
where the assessee is a firm and the amount of loss sustained by the 
firm affects the assessments of the partners, an appeal to the Assist- 
ant Commissioner should be admitted under section 30 against tho 
Income tax Officer s decision ns to the amount of loss unless, of 
courso, the ense has been decided under section 23 (if) Similarly 
in cases of assessments under section 23 (I) or section 23 (3), whero 
no demand is due because the incomo ascertained prior to gning 
on allowance on account of depreciation is less than tho amount 
of this allowance, an appeal should bo allowed against tho Income- 
tax Officer s decision as to the amount of actual income against 
which the depreciation allowance is to be set off 

(.o) The form ux which an appeal must be presented to tho Assist- 
ant Commissioner is specified in rule 21 and that form must aho ho 
aerified in the method prescribed in the same rule Any faho 
statement m the said aerification is punishable under section 52 
(ct) \n Assistant Commissioner should not hear appeals ngim't 
lus ow n orders p n>scd ns Income tax Officer \\ lien an Income- 
tax Officer on appointment as Assistant Commissioner, acting or 
permanent, is not transferred to another As ist int Comnns lontt b 
ran ipjeals against Ins orders as lncuiiw lax Officer should !o 
ncard f n ano her \*wi tint Commi c loner a/ pointed under section 
3 (1) *o licir siieb npi>ca!s 


102 Voicts « t Issutant Commissioner m tleahnj tctlh opj at* 
(Sictitm U) — (i) I lie prowsiom uf this section fuu bun re worded 
ir ord r tn make it <lear tint the \sni«-tant Commissioner in en- 
tertainin'* in aji>e»l Ins power to remand a ca*e to the Into e* 
ta\ O flur fo- report or disjv> at on its n unis and aho that tho 
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v< 'v t * »> n nv*i«v tr !*■ not ] in \ s*s < nW« on the actual 

<1 it o' I int . 1 ui ii i) pi* o» 1< t- after tl e h*t di\ of hearing. 

mm II in ijjkiI. j rp i’ll: g to l*" an njpcil unlrr foclion 30 i* 
fil-1 iin*-! m n tl . n. tit j ntp tnv 1<* l mt l r|, miilr under 
»nl* i< i lion t M if m ti 'n '.n, it l- t - 1 \uthm tl c rn'njv tri re of the 
A* 1 "■tit <«> nuii nur to uni" in <r ; irfr order declining to 
cntnlun tin ijj" if m tV pr»* n ! tl v by n-*on of thr jtou c o 

to * h*rui*’ <7» of «rrt n t I II i H J - 'll lira 1 Itr appeal IlllUt 
hr fofnnlU hrit I m iff* jOilirr with * 11 '* *ee* rn U' of action 31 
nr 1 i finding rr fowled <n the prilmumn i*«ne whether the appeal 
hr* The Orel* ton on this prehuman i*mu* will dope ml on 
whrtl er the a* -opulent cxire *eil to 1 no I cm made under ftih* 
frrtion ( 4 ) of ter l ton 21 "i* tn fact rapalle of hem? unde under 
ll.it nh *eet ion If the i!m« on on thu i«*tic 11 nd\<*r-<* to the 
nppcllint, the ippeil will lie di«im«*ed on the ground tint no 
appeal Ik* \n order di«nu*Mng the appeal nn thu (round i« nti 
onbr under trrtion HI 

(nrt \n \««i«tant Comtm««ioner m dealing with nn nppeil may 
cnlnnee the awp^mom unde t \ the Income tax O’Trer hut tinder 
the jroMso to Fuh-*ectinn • t > ho nm»t fir»t gno the nppcllint a 
rcisimlde opportunity of tdiowing nu«e again** the enhancement 
The nppclhnt in Mich a 01*0 mi\ under ►c»tioti 32 nppeil to the 
Commissioner ognin«t the order of cnhinrcincnt 

(ir) Appeals should nc\er be Fitnph cft'»ti<Jr<i for dcfiult of 
oppeinnce — they idiould alwi\a be ck tided «u their merits, and 
a rei oned decision wntten, whether the ipjH?Ihnt appears or not. 
If the notice of hearing Ins not been Fined on the nppcllint in 
time to permit of Ins appoint^ in perron or by pleader at the 
time and place fixed for tlie Wiring «»f the appeal, the appeal 
fhonld not be disposed of but Fhould he adjourned ind a fresh 
notice issued to the appellant 

(r) In dialing with in appeal against an assessment under sec- 
tion 31 the Assist mt Commissioner can deal only with that part of 
the income that lm escaped assessment at the original assessment 
or with any enhancement of nte at the re assessment He must not 
therefore entertain any plea that imohes any reduction of the 
amount determined at the original assessment as the amount of the 
a csesc Ce ’ fi income from any source that did not escape assessment 
at the original assessment 

103. Appeal? to Commissioner — No second appeal lies from 
orders pissed bf an Income-tax Officer One appeal is allowed to 
the Assistant Commissioner under section 30 The only eases in 
which an appeal miy be made to the Commissioner are against 
special orders passed bv an Assistant Commissioner himself, viz., 
on order imposing a penalty under section 28 or an order enhancing 
an assessment in the course of an appeal No appeal lies to the 
Commissioner in any other case 
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103-A. Orders in appeal — A copj of tile appelhtc order should be 
supplied to the as sessee it he applies tar it, tree of cost Additional 
copies should be charged for 

104 Commissioner s poiocr oj revision ( Section 33) — (i) The 
period within which an Income tax Officer may assess income that 
has escaped assessment is restncted b) section 31 and the time 
within winch an Income ta\ Officer, Assistant Commissioner or 
Commissioner of Income ta\ maj correct a mistal e apparent on 
the face of the record by section 35 The Commissioner icting 
under section 33 cannot extend this period of limitation though 
he can revise, after it has expired, action aahdly taken within 
it If a Commissioner of Income-tax desires to exercise lus 
power of reunion m any case where more than a year 1ms clipped 
since the passing of the fast order bj the subordinate authority 
he should not do s 0 without first consulting the Central Board of 
Revenue 

(») Where in consequence of any appellate or rewsional order, or 
an> decision of a High Court on a reference, the assessment of a 
firm is modified m a manner entitling an) partner to a reduction 
of the tax imposed on him wdiwdinlly, and for an) reason finch 
relief cannot be gnen b\ the Assistant Commissioner in the exer- 
cise of bis appellate powers, the Commissioner of Income tat 
should make the reduction under section 33 regardless of the period 
of one year mentioned a boae 

(tit) The Commissioner need not make n personal enquir) if any 
enquiry is necessary before exercising bis powers of rc\ision Ho 
mj\ cause an enquiry to be made b) n subordinate officer 

<tc) The power conferred b) this section on a Commissioner can 
onU be exercised once in nn\ particular case A Cmmm Momr 
who has once “declined to interfere” under this section is de- 
barred from subsequent notion under tint section just as lie would 
be if he had passed an order modifung the assessment 

(r) \n order under section 33 rncreh declining to interfere i> not 
an order projmliuil to the nsse<.s ce \ Commit on r m 
therefore not bound to lair an n< t «ce or his n present itn< ) cfnro 
rejecting a rew«ion petition The \ct of course does not contem- 
plate such petitions 

(ci) The decision of a Board of Referee s under s etion 33 \ is not 
Milijut to npp al to am Income tax i ithoritx and eaniKt !e 
rc\ i*-t fl li\ tlie ( oimms'-ioner in exert i«-e of hi« power- under sett on 
33 

I(M- A Refer m to Hoard of Refer/ er (9 eel ton 57 !) —Vo 
time is prescribed m Mil* «*< turn J (f ref lion 31 \ \ itlnn wheh 
the Commisaiotitr -h ill re U r an apjeal to a Board of Referees 
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But ever} effort should be made to a\oid delaj m making theso 
references. So far as possible the reference should be made within 
00 da} a at mo«t of the receipt of the appeal. 

105. Assessment of income uhtch has escaped assessment tn 
precious years, — (i) Under the provisions of 'section 31 where income 
chargeable to income-tax has escaped assessment m an} financial 
vear or has been assessed at too low a rate, the Income-tax Officer 
ina\ commence proceedings at an} tune within one period of 
twelve months reckoned according to the Gregorian Calendar from 
the end of the financial }car m winch the income so escaped assess- 
ment in order to get a full or proper assessment All that section 
34 requires the Income-tax Officer* to do within the statutory 
period of one }eai is to commence proceedings for assessment It 
is not nccessar} that the proceedings should l>e completed within 
that period 

(tt) A notice under section 34 need not specif} the detailed 
grounds on which it is proposed to re-open the assessment. 

Gti) The following foirn has been prescribed for the notice under 
section 34 . — 

Notice under Section 34 of the Indian Income tax Act 
(XI-22.) 

Income-tax Office. 

Dated 

To 

Whereas I have rea«on to believe that }our income from * 
chargeable to income tax m the }car ending the 31st March 19 , 

(a) lias wholl}/partiall} escaped assessment, 

(b) has been assessed at too low rate, that is to say, at 

pies in the rupee instead of at pies in the rupee, 

and I therefore propose — 

- (a) to assess the said income that has escaped assessment, 

(b) to re assess }our said income at the correct rate as 
aforesaid 

I hereupon require }ou to deliver to me not later than 
or within 30 days of the receipt of this notice, a return in the 
attached form of }our income from all sources chargeable to in- 
come tax during the said }ear ending 

> Income-tax Officer 
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• Hero enter source 

(a), (b)— Unnecessary portiors to be struck out 
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100. Income from business conducted tnj Trusties — (i) !( m*e 
a business ts conducted by a '1 rustct or Inula* on Uhilt often** 
ftctnncs, the assessment jr to be nude on the 3nwce or Trustees 
conducting «udi business, whether mtion ^0 or 11 k applicable 
or not 11 there ire 1 rusted, rhej should be ta iUd «<* ,m ns^ociv 
iion of mdiuduils [sec judgment of the High Conrt, Lahore, in 
}iotz lrustets versus Commissioner of Income tn, Pan mb, lick r 
tnce ^o 8 of 1030 (\ Srumasin Uns. Cws ;n 0 t b)j 'Jhe tit 
will he assessed on and recovered from the Tru«tiL Jn the )nmh 
of the beneficnn or beneficiaries, the income of i busmen thus 
londucfcd bj irustees will not he taxed igain [.Section Ji (0) (c)] 
It will, therefore, he treated exact!} ns though it were n shirt of 
the pro/its of on unregistered firm Its inclusion m hi-* totil 
income m«> f u c c the rate of the lcuihle on the rein lining in tome* 
of a bencficiarv or render that income Jnble to Mipcrtix Ihc 
Trust income m the hands of the benefimn should not sf'rjf he 
Fubjcctcd to suiptr tax in the hands of the iriisUes, though leg til) 
it is fiabh to he *o subjected Snnilarh where the intouu 
of i iri t in from sourer* other thin 1 U'iness nnd the trmtecs nrc 
assessed to imomt tax and super tax on the total income of the 
trust fiup< r-ta\ should not ho leucd n second time on wjnt n bine- 
fici ir\ might get from that income ns his Fhan 

(it) The nbote principles will nppH c\cn to c\s t q in winch the a 
is a single trustee to execute the trust tonemud 

no Aon residents /net me othtr than from business — l mhr 
v<< don l (l) tux is pmbfu ut remind ol nit imomt / rofiM or gain* 
accruing or arising in British Indu or dt« mtd niid*r tin poll* 
MOns ff the Act to ice rue or ana or to Ik re* i n« d in British India, 
whe tin r the recipient rrsidta in British In in or no* There is 
little diffimlh ngiriliiu iiiciim ari in w m I -itch Indi i mu 

t«cuvd! h\ non resident* und r th lu. ads ‘ tl »ri» * TnUa* l 

on f untu s 'prujxrtN, | rob lonil nriiin, cr ntlnt 
f urc fit cl** s of jiu-ornc from mfin tin* f untie < m« 

• tl hi, s mcom tix i* dr pi to J vt tl with . aril in tl < i * 

rf m on tmd r t hi rthrr hea h» » run r> *;d n t {f a/v 

Uitlh an nc nt [action 12 U>3 diP uln 1 ^ Iren 

nprriir 1 in d linmiiin. \ Iftlur mnirm uni r nn> n* tit''' 

1 t !h i t ix tide 

11V \tr rr'tfrtft h r in* ar t r / ft i t in t <*f 1 1 fr 9 — 
ttlllra Mt«pu iMinitif 1 m ’1 - \r* * ' ir\ mi 1^ i 

t » f * d * mm i in nm j i" uhr u viri* wl ^Vr a t 

a la Iron * . nrrvu t n I i r ** » « 1 ri* ’i li S m ’ 1 

tl v in* *• t-itall f' r *-i h fe 1 wt» 1 nt ^rr* i 12 » j 

Ua f fair* «;v-o i! O* 1 rr ar^m t nrrjVil n’ 1 

nV* ''.A ' |*r * l « (! r* i u i /*» III t 1 ' nr 1 ft e I *fv I* tr l V 

a » -h 1 * e ii ** p r t' ar 1 i-iini f u urn***' e* i« *1 " ^ ^ 
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of non-reMdcnts Instances art given below of the method to be 
adopted m dealing with tjpical cases 

(«) Indmn branches o) non-resident jirnis me luble to assess- 
ment unda the Vet In udei to secure m accutatc assessment 
m mkIi c'l'-t-', sections 22 (I) and 3? cinble an Income-tax Officer 
to lcqunc the production of the bihnce sheet uid profit and loss 
iccount of the lirm is a whole m lddition to tint of the Indini 
hr inch, uid ilso to lcqiurc the submission of i detnled statement 
of ill the profits credited to the per son il account cl tlie he id 
office on it count ot tr ins it t ions e irritd out on its behalf In 
some in^t lutes howtvei the form idopted for the accounts md 
bihnce sheets of the htid oitue ot the Indnn bunch does not 
enable the slim. ol profits ptopeilv due to the Indnn branch to 
le *u curtu.lv ginned while time m ceititn hi ms which keep 
no u counts it ill titlm it the 1 In id olhu ihroul or at their 
biuuh offices in Indn Hide H Rives Income 1 1 \ Officers wide 
powers to deter unit how tin profits ot the Indnn brincli shall 
in these t iicumstaneo* be calculited ind en ibles them to fix as the 
income ol tin Indnn hnmh for ismjsmim nt pm poses either a 
per t nt i_t ot tlu tun over ef the business done hv the branch 
or wheie this ptoeedmt piov s iiihiii ihle an luiount which hears 
the same proportion »o the tot il piohts of the business as the 
Indian l erupts be u to the lot t| ten pis ot the !> i mess or where 
neither of the alove methods proves suitable am other more 
re lnhlo method of < abolition In the < ise of shipping companies 
in puticular the most surtihlc metl od of assessing the Indian 
bunch is usinlh to eilculite t ix on the same pioportion of the 
total profits of the companv as the Indian receipts of the company 
{meaning thetebv the stuns received either in India or elsewhere 
on account of goods slipped oi piscpngeis paired from India) 
near to its tot il receipts In the spuiil ca^e n f the Ind an 
branches of hnntcsul nt msiii m > (inpinies (life marine fire, 
accident biijnv fid life gim»m«p « tr it will probablj be 
found both hasibl and cqiutible to adopt the provisions of rule 
Ti and issevs thr=e hranches on t lie propomon of the total profits 
of trie companies corresponding to the proportion which the r 
Inch i a premium income bear to tl eir totil premium income 

fft) Indian firm s allied to non resident firms of ithich they are 
not f /"clinically tnlhir l ranches ir ancones ofhn «n ceeded in the 
past in escaping their proper taxation In a manipulation of 
accounts v ith the parent non resident companies To cite an 
example, a foreign firm dealing m aniline dves was registered as 
a separate limited habilitv compam in India with a capital of 
Its *20 000 The shares were never placed on the market in India, 
hut with the exception of small holdings hv managers m India, 
were all held abroad The registered capital was nominal m 
comparison with the value of the stock-in-trade and the parent 

R 
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company ubioad solu to lilt, bubsuinrj Iudiiii Company at a pnte 
leaunp a margm just suluuent to coaer the e’v.pen'-es, of tlio subsi- 
company, oi tricing an actual los^ to be ‘•how n Section 
i2 (2) of the A.ct i» desigiiul to prexent a t-ubsidi iry Indian firm 
01 comp m\ froln benefiting by s.uch i manipulation, and ttnblea 
an income 1 1 \ Olhtcr to as«tc>s it oil tliL profits winch inaj rea* 
sombly be d tuned to haxe been domed from its Indian busmen, 
while, where nn difliculty is experienced in trmmg u a bisis 
for asce*>sment, i«- Moment on i percentage of uirno\u, or otlur 
suit ible method c in be adopted under rnJt, 31 It i*. to be noted 
tbit the precisions of section 4212) are not apphcible where the 
puent non resident hrm or eompim is constituted within the 
bnu h Liupire uul tint the hibility to is-^c -nient is placed on the 
subMdnn Iiulnn firm is i pnncipi! and not as in agent 

*c) Indian aymU of not -rtMdtnt firing of tchieh they art not 
technically either l ranches or '-ub^tdiiry firm* are liable for the pay- 
aunt on account of their principiU of the 1 1 \ on their prinupiU’ 
Indnn profits undu the pioxisioiis of sections 42 (I) and i3 of the 
\it It will be obscnul tint the c. prou*ions permit the levy 
ot tin tax on i non resident s business not only where he has estab 
n lied i regular aqtncy in Indii but abo where lie conducts hi- 
husit is rcguluh through i particuhr aqent or cnsuilh through 
xarius aqait* In this ci . it is not ncce-sir\ tint am thing of 
tin mture of i rc„ulir aijtiuu should exist m order to mahe the 
profits of n nonresident chiigcihlt in the mine oi an agent 
Tin \ ire so charge tide eun when the only connection between the 
non »\suUnt md the person u ting u his a^tnt is that tint per on 
is orditnnh md regnlirfx .nipfowd ns in *»gent !\ the non 
resident The Gou rntnent of Indii do not however desire tint 
in prietue the lnbihti to as>os ment should be enforced except 
xi lu re' something difimteh of tin' mtnre of nn agencx exists nnd 
in particular no nttempt should be undo to tax the profits of a 
( nmeumri f I injure? pure and <iin/>fi moretx becnusc tlio non- 
resident consignor lnbitinlh tncs a pnrtu uhr resident ns his ngent 
In nil t nse's it will be n question of fnrt whether the connection 
he i ween the non resident nnd the resident is such that an ngcncy 
enr 1>C hell to exi't “\genc\" for the purj>o^ v of tins « -ct ion 
si iiald 1 e interpret, d to menn n regular, not casual ngent nnd one 
\ ho s relntion to the non res id. nt pnwqnl is such that fbepnn- 
cipnl max r< asnmblx he held to he trading in the eountrx and 
not mereh "with the connin'* If, for example there is no 
pmitv of < ontrnrt between a foreign principal nnd a resident -who 
purchases the foreign principal’s products through another resident 
or if the resident \endo- has to bear ana bad debts an«mg onf of 
such transactions the resident sender is not to be treated as the 
agent of the non redden! Tlren if n non resident does not l*eor 
had dMts he will 1« roti-ider. d «e 1 e trading in the muntrx (»/ 
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there is privity of contract) if the agent receives a del credere com- 
mission, i c , an additional commission in consideration of 
■guaranteeing the non resident against bad debts, or if the rate of 
commission is so unu^uall^ high as evident 1\ to be intended to 
include a def crcdcr t commission though none is speciheallv 
mentioned It is doubtful whether it is practicable to formulate 
for the guidance of Income tax Officers an) more definite principles 
■than those stated alo\e but the following examples maj serve to 
indicate the lines on which decisions should be reached — 

(a) B, a distiller in Glasgow lias agreed to «ell to no one in 
India except A Ins Agent provided that A gives B 
all or an agreed proportion of his trade A purchases 
from B and sells to the trade at Ins own rates, and all 
bad debts are \ s No attempt should be made to tax 
"B on his profits His position in spite of lus supple 
mentarv agreement with \ is merel) that of a seller 
to an Indian consignee who tabes the risks or profits of 
the trade m India 

(,(>) A, an "ndian resident and a large supplier of mill stores 
has a monopoh for the sale m India of the belting of 
a non resident B V is paid commission b\ B on all 
orders he sends eithei for his own stock or risk or in 
execution of orders obtained He does not confine his 
purchases of belting to B He stand® ail loss from bad 
debts and fixes the prices to be asked for the goods 
Here again the position of B is merel) that of a seller 
to an Indian consignee and no attempt should be made 
to tax B’s profits 

<c) A is the Indian agent for hardware and sundries of B a 
British manufacturer \ receives salarv and commis 
sion from B and had debts fall on B Here there is a 
regular agenev and B s Indian profits should he taxed 
through \ 

(d) A is the Indian agent for B a firm in an Indian State, 
who consigns goods for sale in Bombav and China 
through A The business is purel) a consignment 
business and B s profits on his Indian trade should not 
be taxed ) 

In all these cases A s remuneration or profits o-s agent are liable 
to the tax 

(d) Casual agents for non-resident firms to whom goods are from 
time t( time consigned have been dealt with in (3) above and no 
attempt should be made to tax the profits of a non resident through 
the agent on this class of business 

a 2 
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profits or gams neither accrue nor arise 
India — 


nor are received in- 


(a) If a company furnisher annual accounts for the whole of its 
business, Indian and foreign the second method provided bj JloJe 
dd should be applied Depreciation has onlj to be considered m 
calculating the world profits These are to be calculated accord- 
mg to the Indian Income tax hct profits calculated accordin'* to 
the United Kingdom Vet will therefore require certain adjust 
ments Deductions permitted m the United Kmgdom but not 
permitted in India will haae to be added Inch and dedudiens 
permi« lbfe in India but not permissible w the United Kingdom 
will hue to be allowed If am companj houeier prefers to claim 
the depreciation al/owed b\ the United Kingdom Income tax 
authorise the Commissioners of Income lax mat adopt tint figure 
Otherwise depreciation will ha\e to be calculated according to the 
Indian rules What follow*: applies to the calculation of depre 
cnfion according to the Indnn rule* Tor this purpose a com- 
plete depreciation record has to be maintained for the entire fleet. 
Depreciation begins to run from the first a ear in winch the Com 1 - 
panv i* ac^eesed m India that is the first a ear m which it' 
profits for Jos*) were determined for the purpose of deciding 
whether it was liable to Indian Income tat 0 mb sorbed depre- 

cation tc an* balance of depreciation which cannot le allowed 
in ana aear owing to the profits not sufficing to torer the full 
* mount permissible nndei the Indian rules wjn I e carried forward 
nnd allowed as far ns possible in calculating the world profits 
accordin'* to the Indian method >n the foil aw mg a ear and if ncces 
<in in mi! sequent aeirs 


\ 0 ) I ho proportion Indian receipt';/ Tot a I receipts is applied t# 
rtie world profits calculated according to the Indnn method Uf there 
nre &u\ such profits) ai il the result is the Indian income liable to 
n\ No further deduction is permissible from the amount thus 
nrmed at on account of depreciation (unab=orhcd or ot bonus ) or 
anything vW lUc due proportion of all allowances jerini«sWc 
is automat icall\ set off against the Indian profits b\ tie ito\D 


method 


(c) Hus method is eijmlh applicable whcUnr a tornpanv worts* 
out the protus tor each range or fallout. an\ otl cr method of 
accounting provided that it jrtpares complete annual accounts lor 
the trhatc btisine« Indian and foreign and furnishes tt e account 
or gro receipts Indian and foreign 

Ut) Nome lines do not furnish complete umual accounts for their 
worn mi tm s Jhev he p separate comjtotc nnninl account* for 
their Indnn trade— tint w far all round fa and from 

Irnlun ports The projvr course is ttien to njjh tin inctlol ju«t 
de-enfed mating the profits of the Indian tnlc mil Mie {.to** 



I ! • lUnxilinc i.!kiii!i 1 rf — 

<a< on kinpv tin hu'i <1 in tin* flut m tin- fir*-t \cir in uh.^li 
tl * ( <im; un I.ii.in * h ^ U to i-m '■‘•iiiotit m India. 
< irr« ‘j* <~t i\ « nf w l • * * r it « »s i*ti»ill\ found to Imc 
i IimIiIi* uiinini m tint i. ir or n it iftir tin tv*, n- 
tntli \i it Inguinal,. with tint \nr 
(f ' on -hip*. ml.*-. i|ni n» l\ olil. il to tlic < ompany s fleet, after 
tlu\ ii Ihih Imni*’ on tin licit for ‘JO \ears 
tint In both ri'o the jm rind may be extended proportionately, 
whirr the United Kingdom d< pn rntw.ii is allowed in calculating’ 
the * profit*- of the liuli in trub * wl t« h take the phre as already 
oxpl nned of the “world profit*. 

ur> Ob*olo*-< t in e « intint hi ‘llownl in tin *« . ms 
113. Jjnftv/i Shtppvty < omjnnui — Hva< tutu »if of — U) When as- 
se’.*-*ing British Shipping ( oinp inn •* tin Intonn 1 1 \ Officer*, -hould 
nrtept a certificate gr-mUd b> tin < hkf In-.pit.tor of Taxes in the 
I’nitid Kingdom stating <1> tin ritio of th profits of any 
act minting period as computed for the purposes of the United King- 
dom income-tax computed without making any allowance for wear 
and tear to the pro®* earning of the Company's whole fleet and 
the ratio of the United Kingdom allowance for wear and tear to 
the gross earnings of the whole fleet, or (2> the fact that there 
were no surh profits The expression ‘gross earnings of the Com- 
pany’s whole fleet’ means the total receipts of the Shipping Com- 
piny, excepting onl\ receipts from non-trading sources, such as 
income from in\e«tnients The following instructions should be 
ohrened where British Shipping Companies correspond direct with 
Income-tax Officers and not through an Agent m British India • 

1 Where a British Shipping Company which corresponds 
direct with an Income-tax Officer, is unable to furnish 
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A or 4® ! ‘ eS ‘° aH kmdS ° f refUnas " hetber under section 48, 48- 


Ui) As legjids the piocedure to be followed in apphw- for re- 
funds, see paragraphs 31C and 117. m J s or ra 

coine ?a^nftl al:ds , the ot “W®' 1 "S' 1 ” 51 an older of an In- 
ome-ta\ Office 1 lef using to grant the reiund see paugiaph J27. 

119. Set-off Of refunds atjatnst tax due —Where a refund is 
due to an us-essee, the Income-tax Ofiicer, Assistant t oiiinnsstoner 
01 f-’oinmisstotiei may set oil tile reiund wholly or in pan against ant- 
tax payable by the ass e «see This is unnenicni both to the 
assessee and to the Income-tax depaitment 


120. Rcluf from double income f«c of incomes taxed in British 
India and the b mted Kingdom (Section 49) — (0 At a conference 
between the lepic^entatnes ot the Home Got eminent and of the 
Dommtouw and ot India an agi cement was armed at to the follow- 
ing effect That m iespect of income taxed both in the United 
Kingdom and m India theie should he deducted fiom (he appro** 
pmvtt j vie of the Luffed Kingdom income-tax (including super- 
tax), the whole ot the i tte ot the Indian income-tax (including 
wpei-ta\' chained m iespect of the <*.irae income, subjeH 
to the limitation tlut in no case should the nmimimi 
rate of lehef guen bv the United Kingdom exceed one-ha)/ of the 
rate of the United Kingdom jncome-ti\ (including snper-tix) to 
which the muwtdu'il Nxpnjei might lie liable, and that any 
fivUbei i ehet ivip-mu m ordei to lonfci on the ti\-pt\er rehef 
amounting to the low f r of the two taxes (I ruled Kingdom pud 
Indian) should be guen In I min That is to si\ the arringo- 
ment is tbit while iniomt is lublc to tax it inn both m the United 
Kingdom ami m India it should piv onlv at the highest tatu lett- 
able in either co-mtr\ These proposals hue been accepted In tho- 
(icnernrnenf of the United Kingdom and arc embodied m melton 
27 of the Finance Act or 1*120 \ topt or tbit section is gi\cn 

he low- 


27 (/) If mu person wlio hi* fild. It deduction or otherwise or i* Inh’o 
to im I’nitu] K mrdom income t->\ fo- in\ >eir n f iiirsoncnl on nn\ r - *' 1 
of his# income prmes to the «iti*f action nf tho Spend Commisuotirr* tint lie 
In mill Dominion income tax for Ant 'etc m respect of the tome jnrt ol 
hi* income he shill he entitle , \ to rehef from Tnifeil Kingdom income tr»* 
pud • r pawMe hi turn on tint Jnrt of hi* income nt ft nte thereon to 1* 
dehrmined i* follows — 


frtl ,f tho Dominion nte of tax don not exceed one hilf of the appro- 
priite nte of United Kincdom tix the nte ot which relief i* 
to to given shill lie Doininton rite of tux ; 


(/,) tn I»m other cue the nte nt which re| ef i* to he civen shill le one- 
1 ilf nf tlv* appropriate rote of the Doited Kincdnm tix 


For the pnrpo*o of thW section, the 
Dotted Kmpdom tix" moan* the nte at 


expresitorj "the appropriate rate of 
which the dairranl for the yr'r to 
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which the claim i elates has borne or is liable to bear United Kingdom income- 
tax and where thi claimant is liable to United Kingdom supertax the ex- 
pression “the appropriate rate of United Kingdom tax" means a rate equal 
to the sum of the rates at which he has borne or is liable to bear United 
Kingdom income tax and super tat, respectively, for that year 

(2) Where a person has not established his claim to relief under this 
section for any jear of assessment before the first day of January in that 
year, the relief shall be granted by way of repayment of tax 

(3) Where by reason of the allowance of relief under this section the rate 
of United Kingdom income tax deducted from or paid in respect of any part 
of the income of any individual is less than the standard rate, and the rate 
of the relief so allowed is greater than the rate appropriate to the case of 
that individual, such an adjustment shall be made in allowing to that mdivi 
dual any relief to which he may be entitled under the provisions of this part 
of this Act relating to the rate of tax on the first two hundred and twenty 
five pounds of taxvlle income as may be necessary to secure that the amount 
of United Kingdom income tax finally paid or borne by him shall be equal 
to the amount which would have been paid or borne if the relief under this 
section had in the first instance been given at the rate appropriate to his 


(4) Notwithstanding anything in the Rules applicable to Case IV or Case 
V of Schedule D or m any other provision of the Income tax Acts, no deduc 
tion shall be made on account of the payment of Dominion income tax in 
estimating income for the purposes of united Kingdom income tax, and 
where income tax has been paid or is payable in any Dominion either on 
the income out of which income subject to United Kingdom income-tax arises- 
or is received, or as a direct charge in respect of that income, the income 
so subject to United Kingdom income tax shall be deemed to be income 
arising or received aftei deduction of Dominion income ta\ and an addition 
shall, in estimating income for the purposes of the United Kingdom income 
tax, be made to .that income of the proportionate part of the income tax paid 
or payable in the Dominion in respect of the income out of which that income 
arises or is received together with the full amount of any Dominion income tax 
directly charged or chargeable in the Dominion in respect of that income 
Provided that — 


(0) where any income arising or received as aforesaid consists of 

dividends which are entrusted to any person jn the United 
Kingdom for payment and the Special Commissioners are sat s 
fied that the person so entrusted is not in a position to ascertain 
the amount, if the addition to be made under this aub section 
tha assessment and chaige may be made on the amount of the 
dividends as received by the person so entrusted, but in any 
such case the amount of the add tion shall be chargeable on tl e 
recipient of the dividends under Case VI of Schedule D , and 

(1) where under the laws in force in anv Dominion no provision is 

made for the allowance of relief from Dominion income tax in- 
respect of the pavment of United Kingdom income tax, ther in 
assessing or charging income tax in the United Kingdom in 
respect of income assessed or charged to income tax in that 
Dominion deduction shall l>e allowed in e**rnntmg income for 
the purpose of United Kingdom income tax of an "amount equal 
to the difference between the amount nt the Vom f niaa income tax 
paid or payable in respect of the income and the total amount 
of the relief granted from the Un ted Kingdom income tax in 
respect of the Dominion income tax for the penod on the income 
.o ^ ichjhe assessment or charge to United Kingdom income tax 

tn this sun section the expression dividends includes anv interest 
annuities dividends, shares of annuities pension, or o*her annus] pavment* 
or sum* In respect of which tax is charged coder the Rules applicable to 
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II 11 & applies to all kinds of refunds whether under section 4S 48- 
A or P). * 

dO Vs icgards the pioceduie to be followed m applying for re- 
funds, see paiagraplis 116 and 117. 

dfi) As icgards the right of appeal against an older of an In- 
come-tax Oflicei let using to grant the lefund see puagiuph 117. 

119. Sct-ofj of refunds wjainU lav due — Whole a refund is 
due to an asvessoe, the Jiuoine-ti\ Oflicer, Assistant (. oinmissiontr 
or Commissions in i\ set oQ the ret laid wholly ui m pan against any 
tax pliable In tlie asscsste 'I’lus is lomuneiit both to the 
assessce and to the Income-tax deputment. 

120. fit ]u ) from double income lax of income s lazed in Bnhsh 
India and Hit i mUd Kingdom (Section 19). — (i) At a conference 
between the lepiesent lines ol tlie Home (.muniment and of the 
Dominions and of liuhi an igj cement was aimed »t to the follow- 
ing effert rii.it in lisped ot income taxed Doth in the I’nitcd 
Kingdom and m I tali » limit* should be deducted from the appri* 
pint* mu of the l inti d Kingdom income tax (including super- 
t ix i (In whole ot tin i He ot the Indian income-tax (unhiding 
slip* i t ix 1 <hn„ed in ic-put of tlir •Mine iinome, -nl jott 
to the limitation tint in no i k 1 should fin nmiinitm 
rate if telief giun h\ the 1 mted Kingdom exceed one-hilf of flic 
rate of tin ( mted Kingdom income-tix (including r-t i\ > lo 
which the incmidutl ti\pa\er might he Inble, and tint my 
lutfl t idl'd in loan in oidui to confer on flu tix-ptur relief 
amount in,, to ll lowii of tb* two lives i| niitd Kingdom mil 
f»nli in i Iron |i( In „i\enl\ I lull i llol b In mv the uringt- 
inenf is tint uli i« un.iin i- li die fn ta\ itioii both in the t mticl 
Kingdom md in indi i it -fionM pit e.nh u the Inghc -f nfu 

hie rn t it her e o mtr\ These propers ds li ne hec n met ptc d h\ tl c 
(internment of the I 'mted Kingdom and are embodied in section 
•27 of the Tut nice Vet of l^Jfi \ i opt of tint -mHoii is gnrn 
below 
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wh ch the clitm telstes has tome or it l able to bear United Kingdom income- 
tax and where the claimant it latlc to United Kingdom taper tax the ex 
pfe««ioi the apprormte rate of United Kingdom tax meant a rot© equal 
to the tom ot the rates at which he nxs liorne or is luitle to hear United 
K j!gdo*n income tax and supertax re«poct velj, (or that jear 

(21 Where a person Vxx not ertal 1 »hed hit claim to reliet under this 
teetion for any tear of a»«e«sTnent lefore the frst da\ of Januarj m that 
year, the relief tfiall he granted ly wax of repayment of tax 

(3) Where 1 v r«a«on of the allowance of relief under thit tcction the rat© 
of Unted Kingdom income tax deducted from or paid in respect of any part 
of tl e income of am individual u le«s than the itandard rat© and the rate 
of the relief so allowed i» greater than the rat© ap| ropriatc to the cate of 
that individual each an adjustment ehall 1c mado in allowing to that indixi 
dua] am relief to which he may te entitled under the proMsions of this part 
of this Act relating to the rate of tax on the frst two hundred and twenty 
fxe pounds of taxalle inccme as ma\ he necessarj to secure tl at the amount 
of United K ngdom income tax fnaljx paid or lorn© tv him si all be equal 
to the amount which would have t>een paid or borne if the relief under this 
section had in the first instance been given at the rat© appropriate to his 
case 

(4) Notwithstanding an>thwg in the Rules appl cable to Case IV or Case 
\ of Schedule D ot in any other provision of the Income tax Acts no deduc 
ton shall le made on account of tie fajment of Dominion income tax in 
estimating income for the purposes of un ted Kingdom income tax and 
wher© income tax has been paid or is payatle in any Dominion either on 
the income out of which income subject to United Kingdom income-tax arises 
or is received or as a direct cl arge n resj>ect of that income the income 
so subject to Un ted Ktn 0 dom n come tax si all be deemed to b© ncome 
arising or received after deduc ion of Dominion ncomc tax and an addition 
shall in estimating income for the purposes of the X. nited Kingdom income 
tax be made to .that income of th© proportionate part of the income tax paid 
or payable in the Dominion in respect of the income out of which that income 
arises or is received together with the full amount of any Dominion income tax 
directly charged or chargeable in th© Dominion in respect of that income 

Provided that — 

(o) where anv income arising or received as aforesaid consists of 

dividends which are entrusted to any person m th© Un ted 

Kingdom for payment and th© Spec al Commissioners are sat s 
Red that the person so entrusted is not in a posit on to ascertain 
th© amount if the addition to be made under this sub section 
the assessment and chaige may be made on the amount of th© 
dividends os received bv the person so entiusted but in any 

such case the amount of the add t on shall be chargeable on tl © 
recip ent of the dividends under Case VI of Schedule D and 
(6) where under the laws in force in anx Dorn mon no provision is 
made for the allowance of relief from Dominion income tax id- 
respect of the payment of United Kingdom income tax then m 
assessing or charging income tlx in the United King om in 
respect of income assessed or charged to income tax in that 
Dominion deduction shall I e allowed m est m-it ng income for 

the purpose of United K ngdom income tax of an amount equal 
to the difference between the amount of the Dominion income tax 
paid or payable m respect of the income and the total amount 
of the relief granted from the Unted Kingdom income tax in 
respect of the Dominion income tax for th© period on the income- 
of whch the assessment or charge to United Kingdom income tax 
is computed 

In this sun section th© expression dividends includes any interest 
annu ties dividends shares of ©nmnt es pensions or other annual pavments 
or sums in respect of which tax is charged under th© Rules applicable ter 

S 
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Schedule D “ Im ' i " K °'' VH of i,,! ’ M«dUn«oo« Role! applicable to 

|S) Whore nnaer Rale 20 ot the General Ruler applicable to Schedules A, 
U, C. D, and E, a hody oi persons js entitled to deduct income tat from 
anv dnidends tax shall not in any case be deducted at a rate exceeding 
the rate of the United Kingdom income tat as reduced by any relief from 
that vax given under this section in respect of any payment of Dominion 
income tax 


(6) Where under the Jaw in force in any Dominion provision is made for 
the allowance of relief from Dominion income tax m respect of the payment 
of United Kingdom income tat the obligation as to secrecy imposed by the 
Income tax Acts upon persons emplojed in relation to Inland Revcnuo shall 
not prevent the disclosure to the authorised officer of the Government of 
taa lloramion of such facts as may be necessary to enal le the proper relief 
to be given m cases when relief is claimed both from United Kingdom income- 
tax and from Dominion income tax 

(7) The Commissioners of Inland Revenue may from tune to time mike 
regulations generally for carrying out the provisions of this section, and may, 
*n particular bv those regulations provide — 

(a) for making such arrangements with the Government of any 
Dominion to which the list preceding sub section applies as may 
be necessary to enable the appropriate relief to be granted, 

(t) for prescribing the year which jn relation to any Dominion income 
tax is for the purposes of relief under thi« section, to he taken 
as corresponding to the year of assessment for the purposes of 
United Kingdom income tax 


(S) In this section— 

(o) The expression * Dominion** means any British possession, or any 
territory which is under His Majesty’s protection or m respect 
of which a mandate is being exercised by the Government of any 
part of His Majesty s dominions 

li>) The expressions ‘ United Kingdom income tax" and '‘United 
Kingdom super tax mean respectively income tax and super 
ta* chargeable in accordance with the provisions of the Income- 
tax Acts lu< 

(e\ The expression Dominion income tax Seans any income tax or 
super tax charged under anv law in force in any Dominion, if 
that tax appears to the Special Commissioners to correspond 
with United Kingdom income tax or super tax 
/d) The exnre-ssioti * Dominion rate of tax” means the rate determined 
by dividing the amount of the Dominion income tax paid for the 
\car by the amount of tho Income m Te»pect ol which the 
Dominion income tax is charged for that year, except that where 
the Dominion income tax is charged on nn amount other Itian 
the ascertained amount of the actual profts the Dominion rot* 
of tax for the purposes of this section shun be determined by 
the Special Commissioners 


Tor the purposes of this section, the rate of United Kingdom income tax 
•hall be ascertained hr dividing by the amount of tho taxable income of the 
person concerned the n mount of tax payftlle by that verson on that intome 
before deduction of any relief granted >n re-pert of Me »«samnce premjum* 
or any relief granted under the provisions of this section and the mle or 
United Kingdom *nper tax shall be ascertained by dividing the uwni ot 
tlo supertax parable by any person bv the amount of that persons total 
income from all sources as e»ilmated for super tar purposes 
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Under that section a person whose income is assessed both in the 
United Kingdom and in India is entitled to claim from the authori- 
ties of the United Kingdom a, refund or rebate of the rate levied 
in India up to one half of the English rate 1 

(if) Section 49 of the Indian Income tax A.ct, therefore provides 
that where any further relief is to be given in order to secure that 
such a person shall not pay a higher rate than the highest rate in 
either country, such relief will be given by India, subject to the 
limitation that the relief given in India shall not exceed half of 
the rate of income tax and super tax combined Up to the year 
1921 22 the Indian rates of income tax and super tax combined 
were le c s than half the rates in the United Kingdom and there 
fore no claim can be made under this section in respect of tax 
levied up to that year Belief can only be claimed m India when, 
owing to an) alteration in the rates the Indian rate is more than 
half the English rate and the amount of relief would merely be 
the amount by which the Indian rate exceeds half the English 
rate The rates prescribed m India in most cases now amount to 
•more than half the English rates as fixed for the year 1933 34 
The table below shows the amount of English income tax and 
super tax and the effective rate per rupee contrasted with similar 
figures for the Indian rates 



Vjt* — Th* fcllaw»n tt a » oU->wcl bj th« C r. Vet m Inufotan-U* 

t l>e n UW Into nrfount In workln* oat tLe 8ffurt»ot Ln.t*i kin* m lim ot tii In 
» t* f Th« la ntn* t»t «an»i ht*e *1*) two tmnM to to rhnr»«si ca tlf 

In-om* Tk» mb therein* only a, lul »i stawxLr la_lc*Uo* thf rt »tlve r»t<* 


It will be observed that the Indian rate for individuals and firms 
is lew than half the English rate up to an income of about 
Its 25 000 PtT«on<; with such incomes which are whollv taxed 
loth in the United Kingdom and in India can, therefore claim a 


s 2 
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tha English rate from the authouties in England and there will be 
no claim to relief in India. The Indian rate for an income of 
Bs. 20,000 is more than half the English rate and a person who 
has paid income-tax both in the United Kingdom and in India on 
this income, could claim a refund from the English authorities of 
a sum equivalent to 2 annas 7/12 pies per rupee on his assessed 
income and thereafter could claim from the Indian Income-tax 
authorities a refund of pies per rupee of his assessed income An 
assessee must baae obtained relief from the authorities m the- 
United Kingdom and must proae that he has done so and at what 
rate the relief aaas»granted before any relief can he gi\en to him m 
India. For limitation of the claims for refund see paragraph 126. 

(»0 It is necessary to emphasize the fact that the relief under 
this section proceeds and is based upon a comparison of the rate of 
tax in India with the rate of tax in the United Kingdom and not of 
the comparative amounts of tax paid in either country. That is to 
6a), what is compared is the rate of the Indian ta\ paid by the 
claimant for the Indian year of assessment corresponding to the 
United Kingdom year of assessment in respect of the part of the 
claimant’s income liable to United Kingdom tax and not the 
particular amount of such part of his income liable to United King- 
dom income-tax as is charged to Indian income-tax. The rate of 
Indian income-tax paid in respect of the part of the income in 
question having been ascertained, the relief from United Kingdom 
income-tax is granted on that part of the income ns charged to 
United Kingdom income-tax for that 'tear of assessment, irre«pcc- 
ti\c of the fact that the amount of the United Kingdom assessment 
maj be greater or less than the amount of the Indian assessment 
for the corresponding Indian jear of assessment or that the amount 
of relief maj fall short of or exceed the amount of Indian tax 
actually paid In other words, under this s)stcm of relief no 
enquin is made in the United Kingdom info any differences of 
basis of computation under the Indian and United Kingdom rules 
of assessment, provided that it is clear that on whatever part 
of the income lie claims relief, the claimant Ins paid (for 
the Indian a oar of assessment corresponding to tho United 
Kingdom a oar of assessment for which relief is chimed) Jhdtnn 
tax in respect of his int oine from that source, houcaer, that income 
ma\ liaae been computed for the purposes of assessment to the 
Indian tax * and the procedure in India in determining the balance 
of relief to be giacn in this country proceeds in exactly the same 
aaav 

(te) This sastem of relief is one that at as deliberately adopted at 
the conference, the principle followed being summari«-ed n« follows 
in Mu* report of the United Kingdom Ko\al Commission, rir. — 

* Thai them will 1* no Interference either tor the United Kinpdori nr Jy 
^ rVini non with tlie li< M of nte»«ment adopted | T nnr other p«rt cf tr* 
Fmpre, *nj further thit Ihe «rttl»rnent AntiM ty. Independent of iremv* 
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The Unjled Kingdom tix |I»* 1666 10 0), dmdcl by lho laxalle income 
(Its 7,833) gives an "apj ropnata rat« of Untied Kingdom tax ’ of approxi 
iratclj 3 anna* 5 pics A has pud Indian income tax in resjoet of the 
*ame income at a rate of 1 anna 3 pies in the ruj cc, that is a rate witch 
1* less than half the United Kingdom rate and the relief from United 
Kingdom tax will tlerefore, lea sum equal to the Indian rate oh Its 7,833 
Fxtimplt S — B is a Kichelor resident in the United Kingdom with no 
depcndiiilg and has nn earned income of £1 000 n*vssible to United King 
dom ir coir e tax He has no other income and pass income tax in India in 
te«peet of the income in qne«tion llis lial iht\ to tax n as follows — 


— 

United Kingdom 

Total inenm© .... 

Ltst <urnod income nttuvrtnco nr o a xth of £1 C0*> 

£ t -f 

I, coo 0 0 
loj n < 

AaswabJw ’nronv . 

1a.$* I'Mfonai slLwimis 

SJJ c s 
loo 0 0 

Taxnblo incntno 

73T t. 8 

Tax on let £175 at 2* tl 

Tax on halantc £4_I ot 4a fid 

2i n e 

139 10 0 

•Total tax (befuro relief in reject of Indian ' iconic *nx) 

Ibl 7 6 


The tax (£161 17 6) diwded by the taxable income (£733) gives an appro- 
priate rate of the United Kingdom tax of 4* 5 d or 3 5 annas m the 
rupee, Indian income tax is payable on this income at a rato of 1 anna 3 
pies in the rupee, so that II is entitled to get relief from the United Kingdom 
the rate of 1 anna 3 pies in the rupee (that is 1» 7rf in tho pound) on 
£733 and them is no balance of rel ef to be given in India 

Example 3— C is a company the whole profits of which are taxed both in 
the United Kingdom and in India The Indian rate of tax paid by the 
company is 3 annas and lli pies in the rupee while the 'appropriate ra'e 
of United Kingdom tax" for the company is 5» in the pound The com 
puny can get relief at the rate of 2/6 in the pound (or 2 annas m the rupee) 
in the United Kingdom and on proof of payment of United Kingdom tax 
and of the grant of United Kingdom relief can claim from the Income lax 
authorities in India the laljnce of relief nameh 1 anna lli P ,es m the rupee. 

(cm) Corporation profits tax paid in the United Kingdom should 
not be deducted from the income taxed m India for the purpose of 
calculating the relief claimed under section 49 

(ix) In considering claims for relief under this section m the 
case of companies which are assessed separately in India but jointly 
in the United Kingdom, and one of which makes a loss and the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to see how much of the income from each source has 
been taxed Since one company Ins made a loss ^hich has been 
allowed in the United Kingdom assessment, it is clear that only 
part of the Indian profits of the other company which has made 
profit lias paid tax in the United Kingdom It is only on this 
part that relief is allowable since that part only has suffered double 
taxation 

•ror the purposes of calculating the appropriate rate of United Kingdom 
tax’ this amount is not to be reduced by any relief granted in re«pect of life 
assurance premium 
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India as compared with the United Kingdom of the tax on com- 
panies is that tho Indian rate includes the supertax on companies 
while the English rate does not include the United Kingdom 
Corporation tax At the same time it must be noted that 
the Indian rate of 3 annas and II* pies grsen in Hie table for 
companies is a rate which m actual practice Mill never be reached. 
It includes the 2 annas and 8^ pies income-tax rate including the 
surcharge of 25 pei cent and” the flat rate of 1 anna 3 pies for 
super tax including the surcharge of 25 per cent , but tho 

flat rate of 1 anna 3 pies is never charged on the whole 

of the asoessable income but only on the portion of the income 
in excess of Rs 50,000 The rate for the portion of the income 
below Rs 50,000 is wl In older to get at the comparative 
rate the tax paid by the company has to be divided b> its total 
income Thus in the case of a company with a profit of 1 
lakh the comparative rate (both income-tax and super-tax) 
would merely be 3 annas and 4 pies while the rate in the case 
of a company with a profit of 2 lakhs, it would merely be 3 annas 
and 8 pies In both cases a relief of 2 annas m the rupee would 
be obtained in the United Kingdom and the balanco m India 

(t?i) In order to obtain relief m India a claimant is required to 
supply the official receipt for the United Kingdom income-tax 
paid the notice of assessment m particular showing the basts on 
which the liability has been computed and a certificate of tho 
Income tax authorities showing wlint relief has actually been 
granted to him in the United Kingdom 

<m0 The following are further oxamples illustrating tho method 
to he adopted in calculating relief due under section 49 of the 
Act — 

Fynwitt l — A n mime 1 tnitn with on« child is resident in tho United 
Kingdom he has n fixed income of R« 10 500 from property in India ftnd 
has no other income, his Iiatiht} to tax h — 

In tho United kingdom Tn Injfo 

Rs A r 

Aftsos*nhfo income 10 500 0 0 Income fax on 

Its 10 R0O nl » 
anna 3 pies in the 
ruj ce Its 8-0 5 O 
Rs 

/>#» Personal allowance -00/ i 

L>ed Kt ion for child 687 

— 1 W 0 O 


Tiixihle Income 


Tax on the 1st Its 2 333 at Aj* J In the -Pi JO O 

rap*e 

Tnx on balance Re C COO at As 4 \ n the 1 175 O 0 

tape* 

•JVnl tax (Wore relief f n re«pt ct o! Xnd'an 

1 m tax) 1 <*f>5 IO (1 

*Jor tie |iirp0irs of eslealat H(* *tte appropriate rat* of Unite 1 
tax rt ta amount Is net to U* rrdoeed by *nx rrlief granted In respect ef *"7 
life aituranca premium 
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The Unjtcd Kingdom tax (Us 1 666 10 0), «li\ de<l ly the taxable income 
(Ha 7,833) gnu an “*p| ropnata rate of United Kingdom tax" of approxi 
irately 3 nnnat S pics A has } nd Indian income tax in rcsject of the 
same income at s rate of 1 snna 3 pics in the ruj cc, that is a rate wl iih 
1 * Ices than half the United Kingdom rate and the relief from United 
Kingdom tax will tlcrcforc, lot sum equal to the Ind an rate on Its 7,833 
Example S — D is a Ivchelor resident in the United Kingdom with no 
depenomt* and has an earned income of £1 COO n*vs» ilile to United King 
dom income tax He Ins no oilier income and pa\s income tax in India in 
re«pect of the income in question Hu Jial ilitj to tax js os follows — 

— — l nlled Ktngdom 


Total income ..... 

£ * 

1,000 0 

d 

0 

Lett earned income allowance n o ■ xth of £1 .COO 

103 n 

4 

Assca*nb1a 'ncom* . 

SJ3 0 

<1 

1a** 1 cfaonni nil. want" 

100 o 

0 

Tax&blo income 

737 G 

8 

Tax on let £177 »t 2# 

Jl 17 

0 

Tax on nalantc £4.1 at 4s <Vf 

139 10 

<1 


•lotet tax (before relief in re-peet of Indian income ‘ax) ICl 7 6 

The tax (£161.17 6) diwded by the taxable income (£733) gives an appro- 
priate rate of the United Kingdom tax of 4i 6 d or 3 5 annas in the 
rupee, Indian income tax is payable on this income at a rate of 1 anna 3 
pies m the rupee, so that 13 is entitled to get relief from the United Kingdom 
at the rate of 1 anna 3 pies in the rupee (that is Id m the pound) on 
£733 and there is no balance of rel ef to be given in India 

Example 3 — C is a company the whole profits of which are taxed both in 
the United Kingdom and in India The Indian rate of tax paid by the 
company is 3 annas and 11 i pies in the ropee while the ' appropriate rate 
of United Kingdom tax” for the company is 5« in the pound The com 
puny can get relief at the rate of 2/6 in the pound (or 2 annas in the rupee) 
in the United Kingdom and on proof of payment of United Kingdom tax 
and of the grant of United Kingdom relief can claim from the Income tax 
authorities in Ind a the lalance of relief natnelj, 1 anna 11$ pies in the rupee. 

(cm) Corporation profits tax paid in the United Kingdom should 
not be deducted from the income taxed in India for the purpose of 
calculating the relief claimed under section 49 

(tx) In considering claims for relief under this section in the 
case of companies which are assessed separately in India but jointly 
in the United Kingdom, and one of which males a loss and the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to see liow much of the income from each c ource has 
been taxed Since one company lias made a loss which has been 
allowed in the United Kingdom assessment, it is clear that only 
part of the Indian profits of the other companj which has made 
profit has paid tax in the United Kingdom It is only on this 
part that relief is allowable since that part only has suffered double 
taxation 

•Tor the purposes of calculating the appropriate rate of United Kingdom 
tax" this amount is not to be reduced by any relief granted in respect of life 
assurance premium 
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(x) This section merely provides for relief from double tax 
where the same income is assessed to tax both in the United King- 
dom and in India It does not provide for relief m other cases ° 

121. Relief from double tax of incomes taxed m British 
India and in the United Kingdom — Method of calculating relief 
m India The following method should be followed in calculat- 
ing the * Indian rate of tax”, as defined m section 49 (2) (6) of the 
Indian Income-tax Act — 

hi) Indian super- tax is charged on the whole of the income, m 
eluding the Rs 50,000 that are free of super-tax, since under 
section 55 of the Indian Income tax Act, it is said to be ‘charged” 
in respect of the total income * The result is that the first 
lahb of income is to be regarded as a single slab charged to super- 
tax at the effective rate of 6 pies in the rupee 

(tt0 Thus, for the purpose of double income-tax relief, “doubly 
charged” income of anj amount exceeding Rb 50,000 can only 
consist of either— 

(1) income liable to super-tax alone, or 

(2) income liable to both income tax and super tax, or 

(3) (a) income liable to both income-tax and super-tax and 

( b ) income liable to super-tax alone, 
i.e , there can at most be only two slabs There can be no 
part liable to income tax alone since no income is exempt from 
super-tax alone The whole or a part of the income will, of 
course, be liable to super-tax alone if the whole or any part of 
the income is exempt from income tax but not from super tax 
The lehef should be calculated separately on each of the two slabs 
just mentioned 

This method is that followed by Somerset House 

122. Relief from double tax of incomes taxed in British India 
and the United kingdom — Method of calculating relief in India 
where there are differences in computing taxable income in the ttro 
countries — In practically all cases the United Kingdom gi\es relief 
in respect of the income charged in the United Kingdom whether 
that be higher or lower than the income charged in the Dominion 
The corollary of this is that Dominions should follow the same 
principle , The following method should therefore be followed in 
computing relief m British India — 

(a) If the income ns computed m British India is higher or 
lower than that computed m the United Kingdom 
because either (I) particular allowances and deduc- 
tions such as wear and tear differ in the two countries 
or (2) the periods of income on winch the tax is 
charged are not identical, relief in British India 
should be calculated on the income computed in 
British India 
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(b) If the difference between the incomes charged in the two 
countries is due to a loss being carried forward in the 
United Kingdom and not in British India, and if 
there is no other cause of \anation, the income will 
always be lower in the United Kingdom since the 
carry forward of losses is not allowed in British 
India In such cases relief should not be given in 
India on the losses carried forward in the United 
Kingdom 

<c) If the difference between the incomes charged in the two 
countries is due to the fact that remittances only are 
taxed in British India and the whole income in the 
United Kingdom the remittances alone should be 
regarded as having suffered double taxation 
(d) Where a defined part of the income is exempted from tax 
or falls altogether outside the scope of the tax m either 
country, for example, interest on tax free securities 
m either country, or agricultural income in British 
India, relief will not be allowed m respect of the tax 
on such part of the income It may be (however) 
that the exempted or untaxed part of the income is 
not defined or separable, but forms an element m 
the income doubly taxed For example, remittances 
may be made to the United Kingdom from British 
Indian income demed from both taxed and tax-free 
sources in British India, and it may not be possible to 
say how much is derived from each In such 'circum- 
stances relief will be allowed on a part of the re- 
mittances proportionate to the part of the income 
in British India that is derived from sources, subject 
to tax The deduction from taxable income 
allowed in super tax assessments in British India 
is not to be treated as exempt from super tax 
(e) In the case of tea gardens relief will be allowed on the 
40 per cent of the combined agricultural and non- 
agncultural profits liable to tax in British India 

123. Relief from double tax of incomes taxed m British India 
and m the United Kingdom — Procedure — (0 The following proce- 
dure should be followed for the grant of relief in respect of double 
taxation in India and in the United Kingdom — 

00 When during an assessment it l known that an asse^ee will 
be entitled to relief on account of double taxation on any part of his 
income, the amount of the relief mai be calculated by the Income- 
tax Officer so far as is possible, and the assessee maj be allowed 
to pay the demand in two instalments, the second of which will 
represent the amount of relief calculated to be due The date of 
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the first instalment will be tlmt ordinaulj fixed for the payment 
of a deinind of income tax while the second will be payable two 
or, if possfiilo three or four months from the date of the notice of 
demand If the assess^ piodnces the nec^ssaij Butish ccrti- 
fintes and establishes his claim to ichof under stction 49 of the 
Indian Income tax Act, 1922, tlio demand foi the recond instal- 
ment should ho modified b\ cancellation or reduction or, if the 
relief is greater than the second instalment and tlio first instal- 
ment has been paid a refund should be granted 

124 Relief from doul \c fax of incomes taxed m British India 
and in Indian State * — \rrangoments liavo nI c o been made with 
several Indian States which leva income t ix for the grant of 
relief from the payment of double income tax of incomes winch 
are taxed both in anj of these Indian States and in British India 
Belief is granted m British India at a rate equal to half the Indian 
State rate suhjeef to a maximum of half the British Indian rato 
The State will grant relief at a rate equal to half its rate of tax 
The following is a cojn of the Notification prescribing the proce 
dure to bo followed In persons claiming relief from the pajment 
of double income tax — 

FINANCE DEPARTMENT (CENTRAL REVENUES). 

Yofificofrou Ao 25 dated the 1st July 10 n 6 (as subsequently 
amended) 

In exercise of the powers conferred b} section CO of tbo Indian 
income tax Act 1922 (\I of 1922), the Governor General in 
Council is pleased to make tlio following modifications m re pect 
of income tax, in fax our of incomo on which income tax has been 
charged both in British India and in one ot the Indian States 
referred to m tlio schedule to this notification (hereinafter called 
the said schedule) namely — 

1 In this notification — 

(«) the expres ion State income tax means income tax 
and super tax charged in accordance with the provi 
sions of the hw relating to income tax for tbo t mo 
bung in force in the State concerned . 

(1 ) the expression State rate of tax means the amount of 
State income tax diuded \ \ the amount of the larger 
of tlu two income* on which income tax and super- 
tax respectively have l cen charged b\ the State, and 
(c) (he expressions Indian income tax and ‘‘Indian rate 
of tax have the panic meanings ns in chutes (a) 
and (O respectively of section 19 (2) of tho Act 
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2 If anj person who has paid Indian income tax for any jear 
on anj part of his income p-oves to the satisfaction of the Income- 
tax Officer that be lias at any time paid State income tax in 
respect of the same part of his income, lie shall be entitled to the 
refund of a sum calculated on that part of his income at a rate 
equal to half the State rate of tax provided that the rate at 
winch the refund shall be given shall not exceed one half of the 
Indian rate of tax 

3 Every application for refund of income tax under this noti- 
fication shall be made to the Income tax Officer of the district in 
which the applicant is chargeable directly to income tax or if he is 
not chargeabie directly to income tax to the Income tax Officer 
for the district in which the applicant ordinarily resides, or if he 
is not resident in British India — 

(i) to the Income tax Officer of the district or area in which 
lie was last charged directly to income tax when bo 
resident or 

(ti) if lie has never been so resident to the Income tax 
Offiecr of the district or area where the income tax 
for the refund of which application is made was 
deducted 

Such application raa) be presented b> the applicant in person or by 
a duly authorised agent or maj be sent bv post and shall be in 
the following form — 

\ 

Applications for relief from double income-tax under Notification 
No 35, dated the 1st July 1936 

I, of do herebj state that I 

have paid {name of State) State income tax /income tax and super- 
tax amounting to Rs for the >ear ending 19 on an 

•income of Rs and that Indi in income tax/income tax and 

super tax of Rs has also been paid on the samo 

income* /part of the sam income amounting to Rs , I 

now pray for rebel at the \e of amounting to 

Rs under Notification No 25 dated the 1st July 

192G to which I am entitled Mv income from all sources to winch 
tins Notification applies during the prewous a ear” ending on 
the 19 amounted to Rs 

onlj — see Return of income attached /alreadv submitted 

Signature 

I herein declare that wl a* is stated herein is correct 


Dated 19 

Signature 


♦Where He neoTie on *h eh irwnetax ha* 1«en c’arjred d "rr* fxta 
that on which »uper lax Lm t-een charged both ano fcta nn*t t* apeciEed 
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4 No claim to any refund of Indian income tax under this 
Notification shall be allowed unless it is made within one 5 ear 
from the last day of the j ear m which such tax or the State incotne- 
■tax was recovered, whichever is later 

5 Any person objecting to a refusal of an Income tax Officer 
to allow a claim to a refund under this Notification or to the 
amount of refund allowed, may appeal to the Assistant Commis 
si oner 

6 The appeal shall be presented within thirty days of receipt 
of the intimation of the refusal to grant a refund or of the amount 
•of refund allowed 

7 The appeal shall be m the following form — 


Form of appeal against an order refusing to grant a refund under 
the Notification of the Government of India xn the Finance De- 
partment (Central Revenues) No. 25 Income tax, dated the 1st 
July 1926 

To 


The As istant Commissioner of 

The daj of 19 

The petition of of 

post office district sheweth as follows 

Your petitioner applied to the Income tax Officer for a refund 
under the Notification of the Government of India in the Finance 
Depratment (Central Beaenues), No 25 Income tax, dated the 1st 
July 1926 of Ks The Income tax Officer hiB by 

his order, dated the ' which a copy is 

r efu sect to grant a refund 

attached granted o refund of only JRs 

Your petitioner therefore requests that the order of the Incomo- 
tax Officer may be set aside and the refund applied for may be 
granted 


Signed 

Grounds of Appeal 
Form of Verification 

I the petitioner named above id the above 

petition do declare tint vvh»t is stated therein is true to the best of 
rnj information and belief 

* Signed 
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SCHEDUI E 


1 Baroih 

United Prov. 

Madras States 1 gcncy 

12 Benares 

2 Tra\ ■uicore 

Castcrn States 

2 V Cochin 

13 Baster 

Central India Agency 

14 Ivanker 

3 Dlnr 

15 Bai^arh 

3 \ Mahni 

10 t Ja^hpur 

Pun/ab States 1 gcncy 

17 Sanngarh 


18 (Omitted ) 

4 Patiah 

19 Ivaii ardha 

5 Baliaw alpur 

20 Bhairagarh 

6 Jind 

21 Korea 

7 Kapurthala 

22 Nandgon 

8 Loharu 

23 Chhuikhadan 

8 A Maler Botla 

24 AIa> urbhanj 

8-B Mandi 

24 A Patna 

Bombay 

24 B Sonpur 

9 Sachin 

24 C Balahandi 

10 Akalkot 

24 D Rairakhol 

-11— -Pbaltan 

24 E Baudh 


Pajt 283 — 

After item " 24 E — Boudh ' 


tnser t " 24«F — ScraiWr Ja’* 

(Correction Lwfc No 


125 Pehcf him double tax of incomes taxed m British India 
and Ceylon —As a result of the introduction of income tax in 
Ceylon with effect from 1st April 1032 nrrangements hare been 
made ruth the Cejlon Government for the grant of relief in cases 
where the same income has been subjected to Ceylon tax as well 
“! *“ Mief is granted in India to the extent 

of half the Ce; Ion tax calculated on that part of the income on 
which relief is admissible under the Cejlon Income tax Law or half 
the Indian income tax on the same part of the income, whichever 
is ess It wit be observed that relief is based on amounts 0 f tax 
not on Tates of tax The notification prescribing the pwedurij 
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to be followed bj per*on« claiming relief from double income tax 
23 reproduced below — 

FINANCE DEPARTA1ENT (CENTRAL REVENUES) 

Notification No 14, dated the 2nd April 1932. 

In exercise of the powers conferred by section GO of the Indian 
Income tax Vet, 1922 (XI of 1922), the Govcmoi General in 
Council is pleased to make the following modifications in i expect 
of income tax in faxour of income on winch income-tax has been 
charged both in British India and in Ceylon, namely ■ — 

(1) In this notification— 

la) the expression ^Ceylon tax ' has the meaning assigned 
to it m section 4o 14) (b) of the Ceylon Income tax 
Ordinance, 1932 (2 of 1932), 

(b) the expression Indian income tax’ lias the meaning 
assigned to it in clause (a) of section 49 (.2) of tho 
Indian Income tj\ let, 1922 (XI of 1922) 

(2) If an) person, who has paid Indian income tax for any year 
on an} part of his income pro\es to the satisfaction of tho Income- 
tax Officer that he lias paid Ceylon tax lor the corresponding year 
in Ceylon, lie shall be entitled to the refund of a sum equal to half 
the Ce}lon ta\ calculated on that part of ins income on which 
relief is admissible under the Ceylon Income tax Law, or to half 
the Indian income ax on the same part of his income, whichocr 
is less Prouded tint where any person is entitled to a further 
relief in British India oil lint part of lus jncoino on which relief 
is admissible under the < cy/on Income tax Law on account of it® 
hanng been al o t i\ed in some other country besides Ceylon tho 
relief in respect of the Ceylon tax shall not exceed the difference 
between lmlf the Indian income tax and such further relief ns may 
Into been granted in British India owing to that part of In 1 ? income 
hanng been taxed m some other country besides Ceylon 

(3) E\cn application for refund of income tax under this 
notification shall he made to the Income tax Officer of the di«trcfc 
m which the applicant is chargeable directly to income tax or if 
he is not chargeable directly to income tax to tho Income tax 
Officer of the district in which the applicant ordinarily reside % or 
if he is not resident in British India — 

(0 to the Income tax Officer of the district or area in which 
he wn<? last charged dirccth to income tax when ro 
resident or 

(ti) if lie has nexer been fo resident, to tho Income tnx 
Officer of the district or area where tho income tax 
for the refund of which application is made was 
deducted 
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Sncli application may be presented by the applicant m person or 
by a duly authorized agent or may be gent by post, and shall be 
in the following form — 

Application for relief from double income tax under Notification 
No 14, dated 2nd April 1932 

I, oi do hereby state 

that 1 have paid Ceylon tax amounting to Rs for the year 

ending 19 , on an income of Rs and that Indian income 

tax/income tax and super tax of Rs has also been paid 

on the same income*/part of the same income amounting to 
Rs I now pray for relief of a sum of Rs under 

Notification No 14, dated 2nd April 1932 to which I am entitled 
My income from all sources to which this Notification applies 
during the ‘previous year * ending on the 

19 , amounted to Rs only — see Return of income 

attached/already submitted 


Signature 

I hereby declare that what is stated herein is correct 

Signature 

Rated 19 

( U No claim to any refund of income tax under this notification 
chall be allowed unless it is made within one >car from the last 
da> of the jear in which such tax or the Ceylon tax was recovered 
whichever is later 

The following points should bo borne in mind in regard to the 
grant of relief in British India in respect of income taxed m British 
Tndn and in Cejlon 

V — TAX 

It should be remembered that — 

(U Under section 45 (4) (l*) (1) of the Ordinance, “Cc)lon 
Tax does not include for purposes of relief cither in 
India or Cejoln, the additional 2 per cent charged on 
non resident compames under section 20 (G) of the 
Ordinance 

(2) Cealon Tax" does not include, for purposes of relief 
either in British India or Cevlon, tax on rotere°t or 
other charges on income included in the Ceylon assess- 
ment [Ordinance section 45 (4) (t) (tf)] 

*Wb*n ihe wcon t trb ctnr«* » t« Ft» ritrjrfd d Cm from tit en 
■wlirti tcpfT ttx bti Iwi ek»ty fd loth ttacecU matt bt rp*ri£»d 
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(3) “Indian Tax'’ includes personal Super- Tax, both in 

India and Ceylon . 

(4) “Indian Tax” m India includes Company Super-Tax as 

regards companies themselves, but not as regards 
shareholders. Ceylon will adopt the same basis. 

(5) Any person objecting to a refusal of an Income-tax Offi- 

cer to allow a claim to a refund under this Notifica- 
tion or to the amount of refund allowed, may appeal 
to the Assistant Commissioner. 

(6) The appeal shall be presented within thirty dayb of re- 

ceipt of the intimation ot the refusal to grant a re- 
tion or to the amount of refund allowed, may appeal 

(7) The appeal shall be in the following form — 

Form of appeal against an order refining to grant a refund' 
under the Notification of the Government of India in 
the Finance Department ( Central Revenues) No. 14- 
Income-tax, dated the 2nd April 1932 
To 


The Assistant Commissioner of 


The 

daj 

of 19 . 

The petition of 
post-office 
follows — 


of 

district sheweth as 


Your petitioner applied to the Income-tax Officer for a refund 
under the Notification of the Government of India in the Finance 
Department (Central Revenues). No 14-Income-tax, dated the 2nd 
April 1932 of Bs. The Income-tax Officer has by 

his order, dated the of which a copy is attached 

refused to g rant a refund 
granted a refund of only Ha 

Your petitioner therefore requests that the order of the Income- 
tax Officer may bo set aside and the refund applied for may be 
granted 

Signed. 

Grounds of Appeal. 

Form of Verification. 

X the petitioner named above in the above 

petition do declare that what is stated therein is true to the best ot 
my information and belief. 


Signed. 
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B— "PART Or HIS INCOME” (INDIA) 

"HIS INCOME FROM ANY SOURCE” (CEYLON) 
Relief of half the smaller tax (both countries). 

(1) As tho British Indian Notification No 11 (Finance Depart- 
ment — Central Reicnucs), dated the 2nd April 1932, is drafted* 
relief is to bo allowed m British India "on that part of the mcomo 
on which relief is admissible under the Ceylon Income-tax law”. 
The practical result of this is tint the expressions “part of his 
income" in the Indian notification, and "his incomo from any 
source” m the Ceylon Ordinance, refer to the same thing, and the 
British Indian relief is automatically regulated by the Ceylon relief. 

The Bntish Indian and Ceylon authorities alike will ignore in 
granting relief all differences between the computation of the 
income in the two countries due to— 

(a) Certain expenses being allowed in one country and not 
in tlto other 

(l>) The allowances for depreciation being high Or in one 
country than in the other 

(c) Depreciation being earned forward m one countn and. 

not in the other 

( d ) Losses being earned forward in one country and not m 

the other 

(e) The fact that assessment is made on the "income ansing” 

in one country and on "remittances” m the other 
(/) The fact that the assessments are based on different 
accounting periods m the two countnes 
(9) Where a Tea Estate is taxed on 40 per cent of its profits 
in British India and on the whole profits m Ceylon, 
there will be only one source of income from the 
Ceylon point of view and the relief allowed in each 
country will be half the lower amount of tax ignoring 
this difference in the basis of assessment 

(2) No relief can be gi\en unless tax is paid for the same year 

in each country on the source in question, c g , in the first year of 
a business, tax will bo le\ied on its profits in Ceylon but not in 
British India in the year after a business ceases, its profits will 
be liable to tax m British India but not m Ceylon No relief can 
be giv^n in these cases * 

C— "ANY PERSON” 

<11 In Ceylon, the income of married women is tiented as that 
of their husbands If the wife is separately assessed in British 
India, on the same income she will be entitled to relief in British 
India. 
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(2) Partnership — Ceylon charges tax on individual partners 
and not on partnerships at all No difficulty will arise in British 
India in regard to registered Firms If partners of an unregis- 
tered firm are assessed in Ceylon and the firm is assessed in India, 
the partners will be entitled to relief m British India and direct 
assessments should be made on them for the purpose 

SHAREHOLDERS 

(Ij A resident in India has dividends from a Company in Ceylon 
from which Ceylon tar is deducted at Gource He is assessed in 
India on those dividends, as may in certain circumstances happen 

Ho will be entitled to relief in India 

(21 A resident m Ceyfon is a shareholder m an Indian Company 
and is taxed on its dividends in Ceylon The Company is taxed 
only in India Ceylon will rgeard him as having suffered Indian 
tax indirectly He will be entitled to relief in India 

126 Limitation of claims for refund ( Section 50 ) — (0 Claims 
for refund are admissible if made within 12 months from the last 
da) of the calendar year in which the tax was recovered or before 
the last day of the financial year commencing after the expiry of 
the previous year as defined in section 2 (II) of the Act in 
which the income arose on which the tax was recovered, whichever 
period may expire later This limitation applies also to refunds 
of double income tax (section 40) The date of recovery m this 
ca«e s of course the date of recovery of the tax m India Since 
however there is often -very great delay in settling assessments and 
claims to relief in the United Kingdom provisional claims for 
double income tax relief unsupported by proof tint relief has 
actually been obtained in the United Kingdom mav be accepted 
if presented within the limitation period if the assessee definitely 
undertakes to produce such proof as soon as relief m the United 
Kingdom lias actually been obtained When this undertaking is 
punctually fulfilled the claim may be treated as ono presented m 
due time Claims to refund under section 19 may also be admitted 
after the expiry of the prescribed period, if the applicant satisfies 
the Commissioner or an Assistant Commissioner specially em- 
powered in this behalf, that he had sufficient cause for not making 
the claim within the period 

00 This section should be interpreted as illustrated below in 
dealing with claim for refund of tax on dividends Taking the case 
of a shareholder in a company which declares a dividend in January 
1929 if he is directly assessed and is a person who docs not keep oc 
•counts or whose ' prev mus y ear’ j< the income tax y ear an adjust- 
ment can be made whenever he is assessed m the income tax year 
Anri! 2929 to March 2930 while nn application for a refund can also 
be entertained at nny time up to 31st December 3930 If he keep* 
accounts and his ‘previous year” runs say. from October to 
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September, an adjustment can be made in the course of assessment 
•during the financial year 1930 31 An application for refund can 
also be entertained up to 31st March 1931 Where the shareholder 
keeps accounts on the cash basis, the rele\ant date is the date of 
■receipt and not the date of declaration, and the foregoing instruc- 
tions have to be read subject to this modification 

127. Appeals against refusal to grant refunds — Section 50 A 
gives a person aggrieved by an order of an Income tax Officer re 
fusing to allow a refund or granting a refund of an amount less than 
what he has claimed under section 48, 48 A or 49, the right to 
.appeal to the Assistant Commissioner against such order The 
.appeal should be presented within 30 dajs of the date on which 
the order was communicated to him The appeal should be in 
tbe form prescribed for the purpose and verified in the prescribed 
imami^i Before passing any order on such appeal the Assistant 
Commi uoner should give the lessee an apportunity of being 
heard 

128 Prosecution for offences ( Sec also paragraph 87) — Prose- 
cution of assessees for offences under sections 51 and 52 cannot be 
commenced except at tbe instance of an Assistant Commissioner 
.and the Assistant Commissioner is under section 53, empowered 
ito stay any such proceedings or compound anj such offence The 
ipower of compounding an offence is one that can be exercised not 
only after proceedings have been commenced but before proceed- 
ings are instituted at all 

123, Income tax records to be kept confidential ( Section 

54) — (9 While the Act of 1918 merely penalised the disclosure by 
.a public servant of the particulars contained in any statement or 
reurn furnished under the Act section 54 further penalises the 
disclosure of any particulars contained in an) accounts or docu 
menu produced under the Act or in any evidence given or deposi 
tion made in the course of proceedings under the Act or in any 
record of an assc^ment proceeding or proceedings for recovery of 
a demand, and debars the Courts from requiring public servants to 
prodi » income tax records or to give evidence respecting the same 
(ii) The provisos to sub section (2) contain provisions stating in 
what particular ca*cs information maj be disclosed The effect of 
the provisions is that mformaton obtained in connection with the 
owes ment of incomes and recoverv of the tax maj be disclosed by 
public servants to such persons onlj as act in the execution of the 
Act and where it maj be neecssarj to disclose the same to them for 
the putpo^es of the Act, or in orde- to, in the course of, a prosecu- 
tion for perjurj committed in connection with proceedings under 
the Act The production before a Court of anj document, declara- 
tion or affidavit filed, or the record of any statement or deposition 
made in a proceeding under section 26 A, or the givmg of evidence 
1>Y a public servant in respect thereof is also not prohibited. 
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ProMso ( c ) was inserted mainly for the purpose of extending the- 
protection to every action of a public sen ant m pursuance of the 
prou^ians of the 4ct or the rules such as tbo service of a notice 
by affixture Proviso (cc) authorises the disclosure of any parti- 
cunn contained in an Income tax record which is occasioned by 
the law AW exercise by a public semnt of his powers under the- 
Indiin Stamp Vet, to impound an msufficientlj stamped docu 
ment Apart from these particular cases it is essential that all 
records should be 1 ept strictly confidential, and, m particular, tbe- 
practice m certain pr ounces of furnishing information to local 
authorities who imposo ft tax on ‘circumstances and property” 
or a local income ta\, of the details of assessment made by the 
income tax authorities must cease This prohibition applies equally 
to furnishing such information to other Goaemment departments 
(»9 Tor the meaning of the phrase “public servant" see pora- 
grapn 9 

130 Super tax — (9 The provisions of the Act regarding income* 

1 1 \ other than these specially excepted m section oS apply also to 
super tax which is merely, as stated in section 55, "an additional 
dutj of income t ix Super tax is levied at the rates specified m 
the Finance Vet (at the end of Part I of this Manual) 

Ut) The super tax on companies is levied at a flat rate on the- 
whole of tho profits of a company This tax on companies, which 
takes the placo of the tax formerly levied at a graded scale of rates 
on the undistributed profits of a company is leued on the com- 
pany n*, such on account of the special privileges which companies 
enjoa h> statute in the shape of corporate finance and limited 
lini ilit\ \o refund on account of supertax on companies is, 
therefore allowed to shareholders 

(ttO Ypart from tho tax on companies winch stands m a clnss by 
super tax is levied on a scale of graduated rates Whilo in 
the ca^o of income tax the different rates are applied to the taltolc 
of an apse ^ee s incomo tho different rates of super tax are levied 
on ‘wrcc^snc slices ‘ of income, t e on tho portions of an 
assess^ s income m excess of certain limits or the portions l>mg 
Petwe n certain limits 

(ir) Hindu undn ided families are treated for purposes of super- 
tax, as for income tax purposes, as separate assc'see* 

(e) Unregistered firms are nho treated as separate ossessees 
Where however, an unregistered firm itself is not ns<e«sedto- 
Miper tax (c g if its assessable profits nre less than It* 39 000), 
in ih»t case onl> is the income which anj indmdual member of an 
unregistered firm recencs from the firm included in his total incomo 


for super tax 

of 

the 


ic<cssed to super tax but tho shares 
re included m the total income of 
i super tax is leaned and emnhrlj 
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■the dividends of shareholders received from companies arc included 
in the indiudual income of tho^e shareholders 

fen*) The tax is levied on total income and ‘ total income in 
nil ci^es means cvictU the same tiling as total income calculated 
for income tax purposes with the soli tar) exception that where an 
unregistered firm is itself assessed to super tax the share of the 
profits of a member of the unregistered firm is excluded from his 
total ireome for super tax purposes 

131 Deduction of super tax at the source — (i) One of the ex 
eeptions to the general rule that super tax is recovered by assess 
ment of the person liable is that provided in sections 18 (3A) to (3D) 
and 57 That provision is rendered necessar) owing to the difficulty 
of obtaining income tax and super tax from non residents Section 
57 (1) provides that in order to recover super tax from the share 
of the profits of a partner m a ’■•"iFtered firm who is not resident 
m Bnti li India the resident pirtoers are themselves jointly and 
several v liable to pa> the super ‘ax due from the non resident in 
respevt of his share Section 18 (3A) authorises an Income tax 
Officers to require the person responsible for paying interest not 
being interest on securities .o deduct income tax and 6uper tax 
at the time of pavment of such interest to a nonresident if the 
amount in an) )ear exceeds the maximum amount which is not 
chargeable with super tax at the rates determined by him to be 
appbcable to the total income of such person m that year Under 
section 18 (3B) where the person responsible for pa)ing any interest 
not hang interest on securities to any person pa)s to that person 
in any ) ear an amount of such interest exceeding in the aggregate 
the maximum amount which is not chargeable with super tax the 
person responsible for paving such interest shall if the recipient 
is not known to be a resident and no order under section 18 (3\) 
has been received from the Income tax Officer in respect of such 
recipient deduct at the time of payment income tax on the total 
amouni of such interest at the r ite appropriate to such total and 
super tax on the amount b) which such total exceeds the maximum 
amount not chargeable with super tax at the rate applicable to such 
excess (**) 

(**) Section 18 (3C) authorises an Income tax Officer to require 
the principal officer of a eompan) to deduct super tax at the rate 
determined by him from the dividends payable to a non resident 
shareholder whose total income is expected to exceed the maximum 
amount which is not chargeable to super tax This rate must be 
the effective or average rate of super tax that is to say first the 
total amount of super tax due on the total income must be 
calculated Then the rate is to b arrived at by dividing this 
total super tax by the total income That rate is to be notified 
to ah persons paving dividends and they should be required to 
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deduct super tax at that rate from whatever dividends tney pay. 
These reckons should not ordinanlv be resorted to where the non 
resident has an authpnsed agent m India to whom these interest 
payment <? or dividends are paid and through whom he can he- 
asses* (1 to income tax and super tax in the ordinary way under 
section 43 of the Act, but this section should be employed where 
special circumstances render it neces c ary, c g , where a non 
resident has reported to some deuce b\ v Inch such proceedings 
under section 43 have been rendered mfruciuous Any such case 
should be reported by the Income tax Officer concerned to 
the Assistant Commissioner of Income tax whose orders should bo 
taken before proceeding under this section 

(tit) Section 18 (3D) makes a principal officer of a company liable 
to deduct any super tax due on dividends payable to a shareholder 
whom he has no reason to believe to be resident m British India 
The h ability under this section and section 57 (1) merely attached 
where the amount of the profits or dividends payable to the non- 
resident partner or shareholder together with the amount of any 
income tax pa) able by the companv or firm in respect thereof is 
taken by itself liable to super tax on the assumption that it re- 
presents the whole income of the non resident partner or share- 
holder It should be observed that if for example dividends nro 
paid half jearly and the combined amount of the two pa>rnent» 
m any \ear and the income tax thereon exceeds the minimum 
liable to super tax though the first pajment including tho income 
tax on it tal en by itself does not exceed it tho principal officer is 
bound to deduct tho super tax on such excess from *he second pay- 
ment The Act does not require the resident partner or the princi- 
pal officer to obtain from tho non resident partner or shareholder 
a statement of an) other income that may neemo to him m 
British India Where there is reason to behove that there is 
such other income it will be necess3rv to rcl) on the provisions 
of sections 42 and 43 of tho Act or section 18 (3C) In tho case of 
eompioies the obligation to deduct npphes only to dividends and 
does not apply to other sums wind a non resident maj receive 
from tho Company bj wn\ of interest on debentures or remunera- 
tion such ns Director s fees If the ron resident is himself 
assessed through an agent sub section (2) of section 57 provides 
that amount deducted at the source in this manner shall bo taken 
into account in determining the amount pnjnblo b) him m respect 
of nn\ other income 

132 Super tax Deduction at source from dividends of non- 
nsuUnt shareholders — Section 18 (3D) Sometimes large blocks 
of sli irts are r< gistrred in tho names of 1 ftnl s and held by them on 
behalf of the nil owners for various rea c ons tho igh tho banka 
haw no proj notary or bmeficiif interest therein Iho aggregate 
divide ti(« on a Mol of shares in n fling! companv thus hfhl by 
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a bank may exceed the maximum amount exempt from super-tax., 
though the dividends payable to some or all of the real owners 
individually may not exceed that amount In such circumstances 
super-tax should not be deducted at source from the dividends 
payable to the bank irrespective of the liability of the several real 
ownet-3 of the shares If, therefore,' a bank in such circumstances 
furnishes the Income-tax Officer assessing the company from time 
to time with a list giving the names and addresses of the real 
owners of the share ^ and the number of shares held by each, the 
Income tax Officer will inform the principal officer af the company, 
under section 18 (3C), of the rate of super-tax to lie deducted in 
respect of the dividends pa j able to the bank, or that no super tax 
is to be deducted therefrom, as the case may be, having regard to- 
the liability of the individual shareholders 

133. Rules — Buies made under section 59 of ihe Act b\ the 
Central Board of Revenue are contained in Part II of this Volume 
V 7 ith the exception of the rules first made under the Act, the 
power to make rules is, under section 59 (3), subject to the con- 
dition of " previous publication’ The meaning of the phrase 
“subject to the condition of previous publication” is given in 
section 23 of the General Clauses Act, 1897 (X of 1897), tiz — 

“ Where, by any Act o! the Governor General in Council or Regulation, » 
power to make rules or bye laws is expressed to be given subject to the con 
dition of the rules or bye laws being made after previous publication, then 
the following provisions shall apply namely — 

(1) the authority having power to make the rules or bye laws shall before 
making them publish a draft of the proposed rules cr bye-laws for the infor 
mation of persons likely to be affected thereby, 

(2) the publication shall be made in such manner as that authority deem# 
to be sufficient, 

(3) there shall be published with the draft a notice specifying a date on 
or after which the draft will be taken into consideration 

(4) the authority having power to make the rule- or byelaws shall coi shier 
any objection or suggestion which may be received by the authority having 
power to make the rules or byelaws from any person with respect to the 
draft before the date so specified , 

(5) th- publication in the Gatette of a rule or bye-law purporting to have 
been made in exerei«o of a power <o make rules or bv e-laws after previous 
publications shall be ocndnsive proof tb«t the rule or bye law has been dnly 
made ’ 


134, Relief under section CO ( 3 ) — In calculating relief to bo 
granted to an assessee m respect of any year under section CO (2), 
anj advantage gained bj him m a previous vear in which part of 
his Falirv v\as short paid wilt be taken into account Hus sub- 
jection applies to all cases irrespective of the consideration that 
the pavmcnt of salarv in advance or in arrears was m accordance 
with tin rules governing the payment ‘Salan’ in this sub section 
has the same meaning as 'satarv* in section 7 
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Ui) An application for a reference to the High Court can only bo 
maue after an appeal to the Assistant Commissioner under section 
31 or an appeal under section 32 to the Commissioner or a reference- 
to a Board of Befeiees under sschon 33-A has been disposed of 
An assessee must therefore exhaust his remedies of appeal to the 
income-tax authorities before requiring a reference to the High 
Courc Ag it is desirable that questions of principle should so far 
as possible, be settled by the revenue authorities, the proviso to 
sub-section (2) provides that if on receipt of such an application 
the Commissioner is himself prepared to give a ruling in favour 
of the assessee on the point of law raised, the applicant may with- 
draw lus application for a reference to the High Court in which 
event the fee paid shall be refurdcd 

(tit) An assessee may also ash for a reference to the High Court 
on a question of law arising out of an order of the Commissioner of 
Income-tax under section 33 of the Act This nght has been newly 
conferred on the assessee b\ the Indian Income-tax (Second 
Amendment) Act, 1933 A reference in respect of such an order 
can be asked for only where the order enhances an assessment or 
otherwise prejudices the assessee and m no other case Further 
a reference can be made only on a point of law arising out of the 
order under section 33 itself and not on a question of law arising 
out of a previous order under section 31 or section 32 revised by 
the older under section 33 

fin) The circumstances under which the fee may be refunded to 
the assessee are specified m the second proviso to section 66 (2). A 
refund may be made (1) when the question which the assessee desir- 
ed shoiiM be referred to the High Court has been decided by the Com- 
missioner m exercise of his powers under section 33 in favour of 
the assessee and the latter withdraws his application, and (2) when 
the Commissioner rejects the application on the ground that it is 
time larred or otherwise incompetent or when he refuses to state 
the case in exercise of his powers under sub-section (3) of section 
66 and the assessee withdraws his application 

(») In all cases the assessee should withdraw his application 
within thirty days from the date on which lie receives notice of the 
order passed by the Commissioner. The refund of fee except m 
the circumstances specified above is not warranted by the Act 

(vi) No reference may be made to the High Court on a question 
of fact The Commissioner, under these provisions, may, therefore, 
onU withhold an application for a reference to the High Court if ho 
considers that a point of law js not imohed If he docs withhold 
it on tint ground, the applicant under sub section (3) may apply 
to the High Court within giv months from the date on which he 
is s cr \cd with notice of the refiml to make a reference for a 
mandamus requiring the Commissioner to state a case, and if tho 
High Court issues such a requisition, tho Commissioner must state 
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a ease. The rights of an asscssec in ca c es where the Commissioner 
refuses to state a ease on the ground that the application under 
section 66 (?) was time barred, are set forth in sub sections (3A) 
and (7A> of section GG 

(rii) Where an Assistant Commissioner, hearing an appeal 
1 ‘ ’>een made under sub section (4} 

the ground that the assessment 
section and that therefore no 
appeal lies, the order dismissing the appeal is an order under section 
31 within the meaning of sub section (2\ of section 66 and the 
nssesstc is therefore entitled to require the Commissioner to refer 
to the High Court anj question of law arising out of such order 

(nil) The Commissioner retains the power to state a case to the 
High Court on his own motion or on a reference from any income- 
tax authority subordinate to him No authority other than the Com- 
missioner is authorised to state a case for the High Court 

(it) The application for a reference must be made by the assessee 
within si\t% da's of the date on which he is sened with notice 
of an order bj an Assistant Commissioner under section 31, or by 
a Commissioner under section 32, or of a decision b) a Board of 
Referees under section 33-A, and the reference to the High Court 
must be made b) the Commissioner within sixty da) s of the receipt 
of the Application 

(x) Under section 6G-A, an appeal lies to the Privy Council from 
an\ judgment of the High Co irt lehvered in a reference under 
section 66 if the High Court certi6es that the case is a fit one for 
appeal 

140. Computation of periods o; limitation ( Section 67-A .) — 

(1) In computing the period of limitation prescribed for an appeal 
undei section 30 or 32 or for an application under section 66, the- 
da) cn which the order complained of was made and the time 
requisite for obtaining a cop) of such order shall be excluded 
The application or appeal must however be filed not later than the 
last da) of the period of 30 or 60 da)s as the case may be, so 
computed 

(if) Under section 21, the return must be filed on or before the 
30th April Under section 22 (2), if notico is received on May 1st, 
and the time specified in the notice is thirty da)S, the return must 
be made at least on May 31st Cases under seetton 66 (3) are for 
the High Court to deal with 

141. /fsscssmeni of insurance companies — (0 Under section 59 

(2) (ti) special rules, liaae been made prescribing the manner in 
winch and the procedure b) which income, profits and gams shall 
he armed at m the case of insurance companies The rules so 
made are rules 25 to 32 while rule 35 deals with the particular case 
of non-resident companies 

(if) Under these rules the income, profits and gams of life 
assurance companies incorporated in British India are determined 
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Co-operative societies, dividends of, exempt from 

income-tax . . . P. 18. 

liable to super-tax. . P. 18. 
interest on securities held 
by, liable to income-tax P. 18. 
profits of, exempt from in- 
come-tax , . . p. 18. 

liable to super tax . . P. 18. 

set off of loss under any 
head of income that is 
exempt from tax against 
any head of income that 
is not so exempt . . P.18. 

Copies, of assessment orders, to be granted free . P. 99. 

Courts, civil, jurisdiction barred . . . S C7. 

indemnification oi . . . S 65. 

receiver appointed by, taxable on 
behalf of estate . . . . S 41, P. 108. 

salaries withheld under orders of, 
liability to tax . . . . P 30. 

J ourt, High (see High Court) 

Courts of Wards, chargeable to tax . . . S. 41, P.108. 

indemnification of . . . S 05 

Cultivator, proceeds of sale of raw produce by, 

exempt P 2. 

Death or injuries, compensation for, not liable . S 4 (5) ( v ), P. 17 

(2S) & (29) 

Debenture-holders, register of, power of Assistant 
Commissioner and Income- 
tax Officer to inspect . S 39, P 89. 
prosecution for refusing to 
allow inspection, etc . S. 51 (e). 

Debentures, foreign, interest on, when liable . P 16. 

Deduction of income-tax (see Refunds) 

omission to deduct direct 

levy of tax . S 19, P 76. 

Deduction of income-tax from interest on securities S 18 (3), P. 34, 39 

78. 

certificate by Income-tax Officer authorising 
non-deduction, or deduction at lower rate P 7S. 
fa* lure to deduct, personal liability . . S. 18 (7), P. 76. 

prosecution • ■ - . S. 51 (a), 

from salaries . * • ■ . S 18 (2) P. 36, 73, 

77. 

arrears of tax deduction of . . - S. 40 (5), P. 115. 

failure to deduct, persona 111 ability . S. 18 1T|, P. 76. 
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prosecution 

minimum income for deduction 
power to adjust cxcc c 9 or deficiency 
recovery bj other methods not barred 
bums deducted, certificate of 

prosecution for failure to furnish 
sums deducted, included m taxable income 
sums deducted, payment of to credit of Gov 
eminent 

sums deducted, treated as tax paid 

credit to be given in assessment of following 
3 ear 

Deduction oi super tax, from dividend payable to 
non resident 

Deductions from annual value, whit admissible 
Deductions, from taxable income, admissible ( c ce 
Allowances Exemptions) 

Deductions, from taxable income, inadmissible, 
examples of — 

amortisation of capital depreciation for 
assets cost of addition alteration extension 
etc 

bonus to employees 

brokerage on loans (in assessing property ) 
capital expenditure 

cesses (in assessing income from mu ing roj al 
tics) 


S 51 (a) 

S 21 (ft), R 17 
S 18 (2), P 77 
S 18(5) 

S 18 (9), R 13, P 
78 

S 51 (6) 

S 18 (4) P 74 

S 18 (6), R 10 12 
S 18(5) P 70 

S 18 (5) P 70 

S 57 (2) P 131 
132 

S 9 (7) P 42 09 


P 59 

P 53 
P G3 
P 42 
P 53 

P (9 


cefas rate or tax lev led on protits— anj sums 


paid on account of P o3 

charity expenditure on P 53 

commission partners P 57 

compensatory local allowance P 33 

Cutch exchange compensation allowance P 33 
depreciation except as allowed m S 10 (2) 

(t*) R 8 P 53,59 

expenditure not incurred Bolely for the pur 
pose of earning the profits taxed p 53 

income tax p 53 


income tax and excels profits duty paid in 

England p (59 

legal changes relating to loans, etc P 42 


V 2. 
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redactions, from taxable income, inadmissible, 
examples of — Concid 

losses of previous years . . . p gg 

municipal and local rates (in assessing pro- 

Pert}’) • . . ° . P 42 

partners’ capital, interest on p 53 

partners’ drawings, pensions and salaries . P 53,61 
pensions, ex partners' . . . P 53, 64 

political purposes, expenditure on . P G4 

private or personalexpenditure . S 11 (2), 12 (2), P 

53 

rental value of business premises owned by 
assessee p 53 

reserve for bad debts, or equalisation of 
dividends P 53 

reserve, insurance . P 58 

rolling stock of railways, depreciation on P 59 

salaries, partners’ ... P 53 

super tax . P 53 

taxes conditional on earning profits . . P GO 

taxes except land revenue and local ra tes or 

municipal taxes on business promises P 53 

taxes paid abroad . P G9 

wasting assets, depreciation on P >9 

Default, in mining return or producing accounts, 

etc — • _ 

forfeiture of right of appeal . . S 30 (/}, Prov , P 

SO, SS 

method of assessment . S 23 ( 4 ) 

Default, in payment of tax- 

penalty for default . . . . . S 4G (7), P 115 

personal liability m case of failure to deduct 

tax at source . S 18 (7), P 7G 

prosecution for .... S 51 (a), P 70 

recovery of tax from defaulter . . S 4G, P 115 

Deferred annuity, deduction towards, exempt . S 7 (7) Prov ,P 11, 


Definitions— 

Agricultural income . 
Asscsseo 

Assistant Commissioner 
Business 
Commissioner . 
Company 


S S(i),l’ 2 
S 2 (8), r 3 
S 2(3) 

S 2(J),r 52 
S 2(5) 

S 2 (C), P 4 


10 


Definitions — concld 


Farm 

. S 2 (6 A), 

Income tax officer 

S 2 (7) 

Magistrate 

. S 2 <S) 

Partner and partnership 

S 2 (5 A) 

Person 

S 2 (9), P 3 

Prescribed 

S 2 (70) 

Previous j car 

S 2 {1J), P G 

Principal officer 

S 2 (72), P 7. 

Provident funds, recognised 

S G8A 

Public servant 

S 2 (73), P 9 

Registered firm 

S 2 (77), P 10 

Total income 

S 2 (75), P 11 

Unregistered firm 

S 2 (75) P 10 

Demand, notice of 

S 29 It 20, P 100, 
115 

prompt issue of 

P 115 


Depreciation (Sec Allowances, Deductions from 


taxable income ) 
aggregate allowances, not to ex 


coed original cost 

S 10 (2) (it), Prov. 
(«) 

calculated on cost to assessee 

P 59 

claim to be supported by account 
excess of — over profits may be 

P 59 

earned foru ard 

S 10 (2) (tt), Prov , 
<6)P 59 

rates of 

to be allowed m full, when profits 

R 8 

permit 

P 59 

shipping companies 
successor to business deprecia 

P 112 

tion, how calculated 

Disclosure o! information bj public servant — 

P 5 

prosecution for 

S 54 (') P 129 

sanction to 

S 54 (2), Prov 

Discontinued business, assessment of 

discontinuance of one bust 
ness or profession out of 
several— benefit of Sec 

S 25(7) (2) (3),(4> 
P 14, 9G 

tion 25 (3) to be allowed 

P 9G 

notice of discontinuance 

S 25 (2), P 96 



20 


Discontinued business -concld 

penalty for failure to give 

notice 

S 25(2 ) 

appeal against penalty 

S 3 0(1) P 101 

period wjtlun which claim 
to assessment under Sec 

tion 25 may be made 

P 96 

recovery of tax 

S 44 P fb' 

Discontinued firm or partnership, liability of mem 

bers 

S 44 P on 

Dismissal, appeal by Assistant Commissioner or 

Income tax Officer to Local Govern 

ment igamst 

P 3J 

District Board, included in Local Authorities ’ 

P 8 

Dividend, certificate to be furnished to recipient l \ 

Principal Officer of Company 

S 20 P S2 116 

not in proper form when accepted 

P 82 

duplicates of certificates when accepted 

P 82 

returns by Principal Officers of Com 

pames 

S IDA 

form of certificate 

It 14 P *2 

prosecution for failure to furnish 

S 51 (0) 

income tax on not pnjnble In share 

holder 

S 14 (°)(a) P 11 

refund of 

S 48 U) H 30 40 
P 110 


super tux on p*n able bj shareholder S 55 P 130 
tei companies 40 per cent of from to 
bo included in shareholders total 
income It °f P 2 

Dividing Society, assessment of P 14 1 

Documents (Sio I wdence ) 

Dominion Government, trade conducted M — 

li,abiht\ to tax P 5 

Double income tar.clmm for relief after pcricd of 

limitation whmndimssiblo S 50 

Corporation Profits Tar 
(United Kingdom) not to 
I e deducted P 120 

relief in cn« of comiaims 
assessed si pnraith in 1ml la 
but joint!* in tfie United 
King tom P 120 
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Double income-tax — ccndd* 

relief in case of income taxed 
both in an Indian State and 
British India . * . P. 124. 

relief m case of income taxed 
both in British India and 
Ceylon ... P 125. 

relief in cose of income taxed 
both in the United King 
dom and British India . S 49, P 120, 123. 
method of calculating relief 

in India . P 122 

Drawings, partners’. (See Deductions firm tax 
able income ) 

Education, scliolarslnpsgnintcdtomeet thcco«tof, 

exempt P 17 (5), 21. 

Electric tramways, rntes of depreciation . . R 8(5). 

Employers, return of emplojccs to be furnished bi S21,R 15 17, P. 

S3 

prosecution for failure to fumi'h S 51 (c) 

Evidence, power of Commissioner Assistant Ccm 
tnissioncr and Income tax Officer to 
summon persons and docununts i«ttip 
commissions and take evidence on 
oath S 37, P 80,111. 

power of Income tax Officer to call on 
nsicspcc to produce S 22 (•/), 23 (2), P. 

Sh 89 111 

failure to produce forf* it ure < f right < f 

appeal S 23 (4), P 89 

prosecution for failure S 51 (d), P 88. 

Exemptions from income and super-tax— 

agent in British India of Indian Prince or 
State, official allowance paul to P 17(1) 

agricultural income . . . , S 4(J)(«m), P 2 

exemption not applicable to income from 
agriculture abroad . . . S 2 (!) P 2. 

agricultural produce, raw, file of 1 \ culti 

rator, etc , income from, exempt ’ . P 2 

allowance or perquisite, special . . . S 4 ( J) (n) 

allowance, Victoria Cro«s, Jlihtan Crce«, 

Order of llriti-h India, Indian Order of 

Merit ...... p 17(7). 

association of individuals r\ arc of income of, 
not included in total income of assesses . S ] 4 (2) (c). 
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Exemptions from income and super-fax— contd. 

Briti&h Warrant and Non-Commissioned 
Officers, education of children, free, or 
grants for— value of . . . , P. 17 {33}. 

Bua tax, income derived from . . . P. 17 {3). 

certificate by Income tax Officer authorising 
non deduction P. 78. 


casual or non recurring receipts . . S 4 ( 3) (tut), p 

charitable or religious institutions, income 
from voluntary contributions . S 4 (3) (ft), P 21. 

charitable orrehgious purpose, income derived 
from property held for . . . S 4 (3) (i), P. 21. 

Colonial Treasury, leave allowance or s tlary 

drawn from . . P 17 (2J). 

Colonial Treasury, pensions drawn from . P.37 (24). 

Consuls, Representatives and Consular em- 
ployees, foreign, official salaries and fees of P 17 (7). 


Co operative Societies, profits of (but not 
interest on securities) . . . P 18. 

death or injuries, compensation for . . S 4 (3) (v) 


deferred annuity * — su ms deducted by Govern - 
ment from salary to provide . S 7 (I), Prov , P. 

11,73 


included in total income 

limit oi one sixth of salary .... 

Delhi camp and moving allowance 

District of Angul, persons, other than persons 
in the service of the Government, residing 
m the, income of . 


S 10 (1), P 11. 
S 7(1), Prov. 
P 33 

P 17 {34) 


dividend* received bj shareholder, if company 

taxed . 

included in total income 
education, scholarship for . 
educational institution, income of, from fees, 
etc • . 

Government securities held by Ruling Chiefs 
and Princes of India, interest on 


S 14 (2) (a) 

S 16 (1) 

P. 17 ( 5 ), 20 

P 17 (12) 

P. 1 7 ( S ), 78. 


'Jvoto exempt from super lax 
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Exemptions Irom income and super tax — contd 

Government of India securities purchased 
through Post Office interest on PIS 

included in total income P IS 

Government of India securities* tax free 
interest on S 8 Prov 18 (7) 

included in total income S 10(1) P 11 

Governor General may exempt income or 
reduce the rate or grant relief S 60 ( 7 ) <t (2) 

Hindu Undivided Family share of income of 
not included m total income of member S 14 ( 7 ) P 11 70 

not liablo to super tax S 68 14 (/) P 70 

Indian Church lump grants made by Govern 

ment to P 38 

Indian Prince or State agent of official allow 

ance paid to m British Ind a P 17 (7) 

Indian State salary and allowanco of officers 

deputed by for training in British India P 17 ( 4 ) 

injuries compensation for S 4 (3) (t>) P 17 

injury gratuities (See gratuities wound 
above ) 

insurance policy sum paid in commutation of S 4 (3) (t>) 

insurance premia accident and sickness poll 

cies P 73 

insurance premia fire S 9 (1) (tit) 10 (2) 

(iv) P 44 68 

insurance premia * life S 15(7) (2) P U, 


abatement may bo allowed by persons or 

officers paying salaries P 73 77 

abatement may be allowed if claimed within 
six months P 73 

included in total income S 16 (7), P 11 

limit of one sixth of total income S 15 (3) 


•Note exempt from euper tax 
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Exemptions from income and super-tax — contd 

British "Warrant and Non Commissioned 
Officers education of children, free, or 
grants for— value of 

Bua tax, income denvea from 

certificate by Income tax Officer authorising 
non deduction 

casual or non recurring receipts 

charitable or religious institutions income 
from voluntary contributions 

chan table or religious purpose income derived 
from property held for 

Colonial Treasury leave allowance or s tlary 
drawn from 

Colonial Treasury, pensions drawn from 

Consuls .Representatives and Consular cm 
plojecs foreign, official salaries and fees of 

Co operative Societies profits of (but not 
interest on securities) 

death or injuries compensation for 

deferred annuity* — sumsdeductedb^ Co\crn 
m n nt from salary to provide i- 


included m total income ° 

limit ol one sixth of snlarj S 

Delhi camp and moving nllovanco I 

Pi 1 **' **“* 

P 


dividend* received b} shareholder ifeompam 
taxed 

included in total income 
education scholarship for 
educational institution income of from fun 
ttc 

Government "cciintici It Id 1} Ruling Clutfs 
and Princes of India mfi rest on 


P 17 (33) 

P 17 (3) 

r 78 

S 4(3) (tit) P 34 
S 4 (5) {»») P 21 
S 4 (3) (i), P 21 

P 17 (21) 

V 17(24) 

V 17 (1) 

P 18 

3 1 (3) (r) 

1 7 (7) Pro v, P 
II, 73 

io(7) r n 

7 (I) Prov 
’ 33 

n (37) 

H (2) {•) 

10(7) 

1 17 (5), 20 
17 (72) 

17 (?) 78 


'Notcfxpti jitffonu pc*r Ift* 
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Exemptions from income and super -tax — covtd 

Government of India securities, purchased 
through Post Office, interest on 

included m total income . 

Government of India securities*, tax free, 
interest on .... 

included in total income 

Governor General may exempt income or 
reduce the rate or grant relief , 

Hindu Undivided Familj , share of income of, 
not included in total income of member 


S 8, Prov , 18 (2) 

S 10 (2), P 11. 

S GO (2) A (2) 

S 14 (2), P 11,70 
S 68, 14 (2), P 70. 


not liable to super tax . ■ S 68, 14(2), P 70. 

Indian Church, lump grants made by Govern 

ment to P 3S 

Indian Prince or State agent of official allow 

ance paid to, m British India P 17 (2) 

Indian State, salary and allowance of officers 

deputed by, for training m British India P 17 (4) 

injuries, compensation for S 4(<3)(t),P 17. 

injury gratuities (Sec gratuities wound, 
above ) 

insurance policy, sum paid in commutation of S 4 (3) (t) 

insurance premia, accident and sickness poll 


insurance premia, Grc 

insurance premia,* life 

abatement m&} be allowtd b} person* or 
o T cere pa} ing salaries 

abatement ma\ be allowed if claimed" ithui 
six months 

included in total income 
limit of one sixth of trtn! income 


S 0 (/) (in), 10 (2) 
(n) Y 44 &S 

S 17 (7), (2), r U, 
73 




^Exemptions from income and snper-fax: — contd 


invalid pensions {See pensions below ) 
premia paid from Provident Fund— rebate 


cot admissible 

P 73 

registered firm — partner — rebate ad 
missible 

P 73 

International Labour Office salaries of Corrc 
spondenfc and hi$ staff 

P 17 (IS) 

Jangi Inams 

? 17(9) 

leave allowance or salarj pud m Umted 
Kingdom or Colonics 

S 17 (21), (22), (23) 

Light house keepers in the Red Sea salaries 
of 

V 17(25) 

local authority income of 

S 4 (3) (tn) 

Mysore Durbar bonds 1920 21 

P 17 (27) 

partner’s share m the profits of a firm which 
has discontinued business wlien exempt 

P 18 

passage monea widows and orphans contn 
butions made b> an officer to provide 

P 73 

pension sum pud m commutation of 

S 4 (3) (v) 

pensions, drawn in Colonics or United King 
dom 

P 17(2/) 

pensions military na\o» or airforces invalid 
or wound 

r 1 7 (2S) 3, (°9) 

Perquisites aahicot fret parage — free tiffn 
etc not com ertible into nionoj 

r 31 

Perquisites — free residence* — high officials 

r 17(35) 

Post Ofiicc ca°h certificates jicld of 

P 17(70) 

Post Office Goa ernment securities purchased 
through interest on 

P 18 

included in total income 

r is 

Post Office Sa\ mgs Rani interest on deposits 

P 17(77; 


Poncr of Governor General to exempt income 
or reduce rate 


Property bell tinder trust etc for religious ^ 
or charitable purposes— mttrpri tat ion I' 21 

Protidcnt Funds (See unler major bend 
• Prot i lent 1 mult ) 

Regimental mt*s or Hand J nnd, com pul < rt 

payment to Y 17 ( ) 

pent pataflc 1 tit not pmd bt a tenant of 
an iw-u seeo, « ben t xi nipt 


P 17(37) 47 
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Exemptions from income and super-tax— concld 

Rewards — language examinations F 34 

Salarj , bonus commission and sums paid in 
lieu of interest when exempt P 18 

included in total income P 18 

scholarships for edu cation P 17(5) 21 

Simla House Rent Allowance P 33 

soldier s paj compulson allotments from P 73 
Trade Commissioners in India salarj of P 17 

Trustees income received bj on behalf of 
recognised provident funds S 4 (3) (tx) 

Tuition grants for language examination — 

not treated as rewards P 33 


United Kingdom leave allowance salari or 
pensions paid in 

University income of from fees etc 

value of rations issued in 1 ind or monej 
allowances paid in lieu thereof to Mihtan 
officers 

value of rent free quarters occupied b> or 
money allowance paid in lieu thereof to 
officers etc of Military Air Naval and 
Marine Forces 

widows orphans and old Age Contributor} 
Pension I und, 1925 contributions to 

wound gratuities pensions (See gratuities 
pensions above ) 

Exchange, conversion of profits of sterling com 
panics 

Extent oi Act 

False return by assessee, consequence of (=ce 

Penaltv Prosecution) 

False statement in declaration, etc , penal oflencc 

Fees— 

Fees (other than retaining fees) paid to 
Government pleaders and Public Prosecu 
tors not salaries 

Honoraria or fcespaidtoGovemmcntservants 
by local bodies or private persons- — when 
chargeable as salary 

Income of University or educational institu 
tion from exempt 

Professional paid in Inaia to person ordman 
ly resident m British India chargeable 
^Salaries’ includes 


P 17(20) 
P 17 (12) 

P 17 (?0) 

P 17(31) 
P 73 


P Go 

S 1 (2) P 1 
P 87 

S 52 P 87 


P 36 

P 36 

P 17 (12) 

S 11 (3) P 15 
S 7(7) 
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Fiduciaries, liability of 

indemnification of 

Fire Insurance Company, assessment of 


S 40, 41, P 10S 
S 65 

R 28, 29, 32, P 141 


premia deduction when 
allowed 

Firm, change in constitution, liability for tax for 
previous year 
definition of 

discontinuance of assessment 
individual members power to assess 
liability of partners for tit 
notices, how served on 


S 9 (7) (m), 10 (2) 
(tv), P 44, 58 

S 26 (7), P 97 
S 2 (6 A) 

S 25 P 96 
S 23 A 
S 44 P 00 
S 63 (2), P 137 


partners in (registered or unregistered) 
proportionate share of profits included in 
individual total income for income tax S 14 (2) {b) 16 (l) r 

P 71 

tax payable by, on share, only if firm not 
taxed S 14 (2) {b) P 10 

(*) 

registration of R 2 0, P 1 0 

Firm registered, definition . S 2 (14) 26 A, P* 

10 

assessment ot to income tax P 71 


assessment to be made so far 

as possible on partners P 71 

admission of minors to the be 
nefits of a partnership P 10 


partner entitled to refund on 
hi3 share, when individual 
income not taxable at maxi 
mum rato S 48 (2) P 10 (7), 

71 91 116 

partner entitled to set off share 
of loss against individual 
income S 21 (2) P 91 


partner in more than one regis 
tered firm mav be allowed 
to set off loss m one against 
profits from another 
rate of tax applicable maxi 
mum 


P 91 

Tin Act, P 10(7) 


taxable minimum not ap 
plicablc 

o s c 0B ment of to super tax (not 
liable partners liable) 


Fin Act P 10 *7) 

S 55 V 10 (7) 130 
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Firm registered— concld 

non resident partners liability 
of joint partners for tax on 
share of 

such liability limited to tax on 
such share 

change m constitution — total m 
come ot members — how calcu 
lated 

insurance premia — partner entitl 
ed to rebate for 
registration of 

Pirm, unregistered, definition of 

assessment of to income tax 
partner share of Joss cannot 
be set oil against individual 
” income 

rate of tax applicable same 
as in case of individual 
taxable minimum appli 
cable 

assessment ol to super tax — 
liable to super tax 
marginal relief — Section 17 
— application of — to tbc 
income of a partner of 
partner not liable if firm 
taxed 

Floatation exrenses (Sic f-1 ariB co t of 1 suing ) 
.Foreign associations, mn\ be declared con pai ns 
Foreign business (See Business abroad ) 

Foreign Consuls (See Exemptions ) 

Foreign debentures, interest on ail in liaolc 
-Foreign income (See Ison ri ldcnts ) 

agriculture income from not 
- exempt 

bu s in «s income wl cn deemed 
to be rcccncd m British India 
intercut on loan** advanced in 
Indian States to persons resi 
dent in Bnti*U India— ulen 
not liable 

intere t on sterling d benturts or 
foreign Fecunti * wlcnlable . 


S 57 (I) P 131 
P 120 

S 56 (Prov ) 

P 69 

S 26 A R 2 6 P 
10 

S 2 (7G) P 10 
P 70 

S 24 (2) P 94 
Tin Act P 10(7) 
Fm Act P 10(7) 

S 55 P 10(2) 

P 75 

S 55 Prov P 10 
(-/ 

S 2 <G) P 4 

P 1C 

S 2 (7) P 2 
S 4 (J) F J5 

P 15 


P 1C 
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Foreign income — concld 

owner or charterer of a ship 
residing out of British India— 
liability of 

professional fees paid outside 
British India to person residing 
m British India liable 
salaries paid outside British 
India when liable 

Forest, income from — when not liable 
Forms— 

Appeal to Assistant Commissioner against 
assessment 

Appeal to Commissioner against enhance 
ment 

Application for depreciation allowance 

Application for refund of tax by resident 

Application for refund of tax by non resident 
return of total income to accompany the 
application 

Application for registration of firm 

Assessment form 


Certificate of collection of dividend* on shares 
bj bankers 

Certificate of deduct! n of tax on interest on 
securities furnished by banker 
Certificate of deduction of tax on interest on 
securities furnished bj person paying in 
tercst 

Certificate of Income tax Officer authorising 
non deduction of tax on interest on eecti 
nties P 

Certificate of payment of tax on profits of 
a company R 

Certificate of registration of firms R 

Demand notice R 

Depreciation allowance (Sec Application 
above ) 

Return of emploj cos R 

Return of mt onie of Company R 

Returr of ineome of individual firm or Hindu 
Undivided Family R 

Statement of inttrest deducted from sccuri 
ties R 

Statement of property R 


S 44 A to 44 C 


S 11 {3) P 15 

S 7 (2) P 1, 15, 37- 
P 2 


R 21 

R 22 
R 9 
R 30 
R 30 A 

R 37 A 
R 3 
R 20 

81 

78 


13 P 78 


78 

14 V 82 
4 (/) 

20 


17 P 83 

18 P 84 

10 P 87 

12 

10 
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Free quarters, value of, when taxable 

Frontier Agency tracts, included in expression 
“ Dominions of Princes and Chiefs in India ” 

Furniture, depreciation allowance on 

replacements may be allowed instead 
of 

insurance of allowance for 
repairs to, allowance for 

Gazette of India, notification in, ol appointments 
of Commissioner, Assistant 
Commissioner or Income tax 
officer bj Central Board of 
Revenue 

notification in of exemptions 
etc 

notification in of rules 

Government loan, premium on redemption of — 
not liable 

Government, Local ( e ee Local Government) 

Government office, return ot emploj ces 

Government officer, indemnification of for acts 
done m good faith 

Government officers lent to and paid by Indian 
States— 

Leave allowances and pensions liable 
Salaries when liable 

Government officers, serving outside British India, 
when liable to tax 

Government officers, serving outside India when 
liable to tax 

Government of India Promissory notes enfaced for 
payment in England interest on liable to tax 

Government of India Securities,— 

income tax paj 
able on interest 
on unless issued 
or declared tax 
free 

interest on ex 
empt from in 
come tax and 
super tax in 
certain eases 
interest on super 
tax pajable on 
including tho«c 
free of income 
tax . 


P 33 
P I 

S 10(2)(ti) R 8— 9, 
P 59 

P 59 

S 10 (2) (xv), P 58 
S 10 (2) (t) 


S 5 (5) 

S GO 

S 59 (4) (5) 

P 34, Illustration 

U) 

S 21 R 15 17, p 
83 

S 07 


P 3“ 

P J7 

S 1 (2) 7 (2) P 1 
37 

P 33 

P 1G 


S 8 P 39 


(See Exemptions ) 


S 8, Prov , 58 (I). 
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Government ol India Sterling Securities, interest 

on when liable P 16 

’Government Trading Taxation Act (III of 1926) 

Liability to tax under . . . P 5 

^Governor -General, appoints Central Board of 

Revenue . . . P 3 5 (t) 

appoints Commissioners, sub- 
ject to consideration of re- 
commendation ofLocal Gov- 


ernment 

S 

5 (31 

appointments of Assistant 


Commissioners and Income- 



tax Officers by Commissioner 



subject to control of . 

S 

6(4) 

exercised through Local 



Government 

P 

36 (») 


power to declare income ex- 
empt from tax, reduce rate 
of tax, etc S 60 


rule-making power of Central 
Board of Revenuo subject to 
control of S 69 (2) 

< Gratuity, for services rendered not exempt P 34 

included m term «• Salaries ” . S 7 (2) 


Gratuities. (See Exemptions ) 


Ground rent (See Allowances ) 

-•Guardian, duly appointed or recognised — • 

pension of minor orphans paid to (See 
Pensions of minor orphan ) 
liability of, on behalf of wards 
indemnification of 

may be called on to furnish list of wards 
Heads of income chargeable 
High Court, statement of case on point of law to, 
by Commissioner 

statement of case on point of law to, 
by Commissioner on application by 
assessee 

statement of case on point of law to 
application to, b> an as3essee, for 
discretion to Commissioner to 
make — 

limitation of period 

assessee must hnvo exhausted 
appellate powers 


S 40, 41, P 108. 
S 65 
S 38 
S 6 

S 66 (2), P 139. 


S 66 (2), P 139 


S 66(3) 

S 6G (3), 67 A 

S 66(2), P 139 



High Court — concld 

Commissioner cannot withhold 
un1c«« no point of lm involr 
cd 

cost at discretion of Court 
fee to nccompnn\ application 
interest nm\ be allowed h\ Com 
nmsionor on amount relundcd 
payment of tax not to l e postponed pending 
decision of . 

power of Central Board of Revenue to 

J ircscnbe fee 

erence b\ High Court to Commit 
Bioncr 

refusal of Commissioner to state a ca*c 
powers of High Court 
withdrawal ot application In a c se«see 

refund of fee . . • . 


S GO (2) (3), P 139 

5 G6 (C) 

6 06(2) P 13% 

S GG (?) Prov 

S GG (7) P 11% 139. 
S GG (2) P 139 

), 

S 66 (4), P 139 

S GG (3) P 139 
S GG (2) Prov P 
139 

S G6 (2) Prov , P 
139 


Hindu Undivided Family, assessment of to income- 
tax and super tax 

Jains Undivided Fami 
lies when not Hindu 
Undivided Families 
Khojas (Cutchi me 
mons) joint familie 
of not Hindu Undi 
# vided Families 

life insurance premia on 
life of male member or 
his wife exempt for 
income tax 
not exempt for super 
tax 

members of not taxable 
on individual share 

notices to how addressed 
part ltion — asses ment 
after 

personal earnings of a 
member when not 
treated as joint faxuilj 
property 

share not included m 
total income 

“ person * includes 
Sikh Undivided Fami 
lies of when cot Hindu 
Undivided Families 


S 14 ( 1 ) 55 P 11 
70 130 

P 70 

P 70 

S 15 (2), P 73 

S 15(2) 58(1) 

S 14 (I) 58 (1) P 
11,70 

S 63(2) P 137 
S 25 A, P -0 

P 70. 

S 11 (?), 16 (1 1, 68 
(2) P II 70 
S 2 (S) 

P 70 
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Honoraria (See Tees) 

House property (see Property) 

income from dealings in, when 
taxable . 

House rent allowances, when liable to tax . 

Idiot, liability of guardian or trustee 
indemnification of guardian 
Income, agricultural, exempt 

definition of ... 

exemption not applicable to income 
from agriculture abroad 

agriculture, partly derived from, 

assessment of 

calculation of, fractions of rupee disre- 
garded 

concealment of, penalty for 
escaping assessment, method of assess- 
ing 

rate applicable 

foreign, when taxable . . , 

(See Business abroad — 

Non residents) 
heads of, chargeable . 

return of (See Return income ) 

return of — 

bj company . . ! 

bj individual firm or Hindu Undi- 
vided Family S 

total (See Total Income J 
Income-tax, calculation of, to nearest nnna 

Commissioner of (See Commissioner 
ol Income tax) 


deduction of (See Deduction of In- 
c"me tax ) 

dirictlevyoi S 

double relief in cise of income taxed 
loth in the United Kingdom and in 
India . 5 


P 34 
P 33. 

S 40, 41, F 108. 

S 65 

S 4 (3) (vttt), P 2. 
S 2 (7), P 2. 

S 2 (1), P 2 

R 23, 24, P 2. 

P 107 
S 2S (1) 

S 34, P 105 
S 34, Prov , P 105. 
S 4 (2), 7 (2), 11 {3)> 
42 P 15 


6, P 13 


22 f 1), R 18, P 
S4 

22 (2), R 19, P 
85 

36, P 107 


G8. 


10, P 76. 
40, J* J20 
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Income tax Officer, appointment of bj Central 

Board of Revenue S 5 (5) 

appointment of bv Commis 
sioner (to whom aubordi 
nate) S 5 (•/) P 35 (iv) 

appointment of notification 
of in Gnrctto of India S 5(5) 
appointment of subject to 
control of Governor General 
exercised through Local Go 
vernment S 6 ( 4 ), P 35 (n) 

definition of S 2 ( 7 ) 

dismissal of appeal to Local 
Government P 35 


increment of pay — appeal to 
Local Government — against 
order withholding — • 
power to allow change of pre 
vious jear on conditions ” 

power to assess resident on 
profits of non resident m 
certain cases 

power to call on assessee to 
produce accounts or docu 
ments 

limitation of power * 
power to call on assessee to 
produce evidence 


P 35 

S 2 ( 11 ) (a) Pror 
P 6 

S 42 ( 2 ), R 33 

S 22 ( 4 ), P 88, 111 
S 22 (4), Prov 

S 22 ( 4 ), 23 ( 2 ), P 
89 


power to call for return of 
members of firm or Hindu 
Undivided Family 
power to call for return of 
names of beneficiaries 
power to cancel assessment 
when sufficient cause 
«hown 

power to declare agent of non 
resident after notice 


S 38 (i) 

S 38(2) 

S 27 P 86 
S 43 


power to declare principal 
officer of company etc , 
after notice S 2, ( 12 ), P 7 

power to determine basis for 
computation of income S 13 Prov , P 51 

appeal against decision P 48 
•power to enquire about pro fits 

of branch business . S 64 (4) P 35 (iv) 

w 2 



:u 


Icecrcne-lax Officfrwo- «•'»/. 

|m>w* r to extend time for re. 
turn of in om l*j com* 

pint * . . f* 02(1), Pror. 

powrr to impci-o |h mlt\ for 
cone* linn «t of imojii** . f* £*(/), P **7 

»■«<**«*< to Ih Ik in! . . J» 2S (1), Pro? 

pjn-cr to for 

default in piwmnt . . ? -Ifi (/|. P 115 

power to unpo«e penult \ for 
fttltire to ui'tnliutc profit* 
innftonlnnerivjth termini 
pnrtn»*r*»liip ilert! . . k •>(«’) P. J*7. 

power to impo*r permit) for 
failure to true notice oj dj«. 
contmuvicc oflm'in**** . S 02* (2), P. P<> 
power totnw « t repi'trrofde* 
l»'*nt»if»* hoi |er« . . 6* 3^, I*. i,r> . 
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Income-tax records, Civil Court not to summon . S. 64 (I), P. 129. 

Increase ot assessment on appeal. (See A^css- 
ment, enhancement of ) 

Indemnification of Government officers for acts 

done in good faith . . . S. 07. 

of. ‘ ‘ 

. S. 65. 

Indemnity, contract of — lo=s recoverable under, 

inadmissible I*. S3* 

Indian Income-tax, meaning of the expression . S 49 (2) (a), 
rate of tax, meaning of the 
expression . . . S. 49 (2) (6). 

Indian Order o! Merit, allowance attached to, ex- 
empt P. 17 (7). 

Indian Princes, Agents of, official allowance paid 
to, in British India, 
exempt . P 17 (|). 

Government securities 
held by, in special 
form, interest on, 
exempt . . . P. 17 (8), 

Indian states, Agents of, official allowance paid 

to, in British India, exempt . P. 17 (1). 

British subject in, application of 

Act to . . . S. 7(2). 

Government servants in, applica- 
tion of the Act to . . . S 1 (2), 7 (2), P. 1, 

37. 

interest on loans advanced in, to 
persons resident in British India, 
when not liable . . P. 15. 

interest on securities held by — . . P. 17 (8), 79. 
officers deputed by, for training in 
British India, salary and allow- 
ances of, exempt . . . P. 17 (4). 

rehefmrespect of double taxation . P.124, 

residents in, payment of refunds 

to P.78,116. 

salaries, leave allowances and pen- 
sions of officers lent to, and paid 
by, when liable . . . P. 37. 

trade conducted by— liability to 
tax . . P. 5. 
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Information, disclosure of, by public servants j> ro 

secution for S 54 (I), (2), p 129* 

poorer of Commissioner to sane 

tion S 54 (I) 

disclosure of, to local authorities for 
bidden P 129 

Injury, compensation for, not liable . . . S 4 (3) (v) 

gratuity, exempted (See Exemptions ) 
pennons m respect of, granted to naval 
military or air forces, exempt . . P 17 (28) 

Insurance, against lo*s of profit, premium, when 

an admissible deduction P 58 

against loss of rent, premium, when an 
admissible deduction . . . P 44 

Company, non resident, assessment of R 35, P 111, 141. 
policy, loss recoverable under, mad 
missible . ... P 53 

sum paid in commutation of, ex- 
empt . . . . S 4 (3) (v) 

premia (See allowances and exemp 
tions } 

premia, abatement on, may be allowed 
if claimed within six months , . P 73 

premia payable in sterling, rate of con 
version for purposes of abatement P 73 
premia, private employer may give 

abatement for P 73, 77 

Society, Provident, interest on secun 
ties of, when exempt S 4 (3) (tv), P 23. 

Insurance company, assessment of . S 69 (2) (a) («»), P. 

14), Pv 25— 32,35 

power of Central Board of Be 
venue to make rules for S 59 (2) { a ) (t») 

Interest on arrear of rent of land, when liable . P 2 
on borrowed capital allowed in assessing 
business S 10, (2) (m), P 57. 

on deposits in Post Office Savings Bnnl , 
exempt ^ 17, J l 

on foreign debentures, when liable . . P 16. 

on Government securities, held by Indian 
Chiefs and Princes, exempt P 17 (8), 78 

on Government securities purchased 
through Post Office, exempt . P IS 

included in total income . .PIS- 
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Interest — con Id. 

on Government of India Promissory Note* 
enfaced for payment m England, 

liable P. 16 

on Government of India Securities ex- 
emption from income-tax in certain 
cases (See Exemptions ) 
on Government of India Securities, in- 
come-tax payable on, unless issued or 
declared tax-free . . . . S 8, Prov. (2), P 39 

on Government of India Securities, super- 
tax payable on, including those free of 
income-tax ■ - • • S 8, 58 (7), P 39 

on Government of Irdia Sterling Secu- 
rities, when liable . . . . P 10 

on mortgages, allowed m a”es«ing pro- 
perty S 9 (7) (ttt), P. 43 

on partner’s capital, when an admissible 
deduction . . . - P 5". 

on refund of tax overpaid as a result of the 
decision of High Court . . S 00 (T), Prov 

on securities, certificate of deduction of tax 
furnished by banter - - P 78 

on securities, certificate of deduction of 
tax furnished by rffircr pat ’re in 
terest . ’ . ^18 ( f ') R 13 P 

78 

on securities, certificate of Irccnctr\ 

Officer authorising non deduction ir dc 
duction of tax at a lover rate P 7S 

on securities, deduction of income tax at 
source, from (Sec Deduction of in- 
come-tax ) 

on securities held b\ Co operative Socie- 
ties , assessable P IS 

on securities income tax on. alien pv\ able 

direct * S 19, P. 7G 

on securities i— -ucd tax free t>\ Local Gov- 
ernment, trx pi) able It iJocal Govern-' 
ment . . . . S. S, Prov (2), P.39 

on securities, meaning of . . . P. 32, P. 19, Note 2. 

on securities of provident fund or Provi- 
dent Insurance Society . . . S 4 (3) (ir), P. 23. . 

on tax-free securities, taken into account 
m deUmtmnc the total interne ef 

es>«f*M¥ S 8, Prov , IG (/). 

P. II. 
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Interest — concld 

on tax free -ecuritu.*, of Local Govern- 
ment, tar on, pud by Local Govern 

ment 8, Prov ( 2),P 39 

Invalid pensions, military, naval or air forces, ex- 

t em P t P H(2S}&(20) 

Investment Reserve Fnnd, of Insurance Company, 
treatment of amounts 
credited to . , R 30, P 141 

Irrecoverable loan, when a permi sjble deduction 

(See Bad debts ) P 54 

J agirdar— assignment of land revenue to — not 

assessable p 2 

Judicial proceedings, proceedings before Commis 
sioner, Assistant Commis 
sioner and Income tax 
Officer arc S 37 

Land Revenue- 


assignment of— to Tacirdnr not 
assessable P 2 

on business premises, permis 
si ble deduction S 10 (■?) (tut), P 

02 CD 

Leave allowances, paid in United Kingdom, when 

liable (See Coemptions) P 38 

Legacies, lump sums exempt . P 34 Illustration 

<*) 

Legal charges, when inadmissible in assessing pro 

pertv I* 42 

Life Insurance Companies (see Insurance Cora 

pames Insurance 
bociety, Provident) 

Life Insurarce Premia (sec Insurance Premia) 

exemption of S 15 (1), 58, P II, 

dura to, evidence requir- 
ed Y 73 


procedure when receipts 
produced subsequently 
deduction may be mado 
b\ person paving 
®alar\ (or claimed in 

nc«e« ee « return) 

eiemption m c-a*=e of 
Hindu Undivided Fa 
imh 

included in total income 
for income-tax 


r 73 


P 73 


s r. o r 73 

s r, id M. (ic) 
(/) i' " 
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Life Insurance Premia — concld. 


limit of 1 6th of total in- 
come 

limitation, computation 
of period . 

responsibility of officer 
deducting tax at the 
«ourcc 

super tax, not exempt 
from 

^mu tation on proceedings to recover tax 

inapplicable in ca«e of non resident 


S 16 (3), P. 11. 

P 140 

P 73 

S 15 (I), 58, P 73 
S 4G(7),P H5 
S 42 (I), Pror, P. 
115 


Xoans — irrecoverable. (See Bad debts ) 

Xocal Authority, established by Governor General 
in Council income paid by, to 
British subject or servant of 
His Majesty in nn\ part of 
India liabU 
return of emplo\ees by 

failure to furnish, prosecution 
for 

Assistant Commi'Sioner’s sane 
tion required 

Xocal Authorities* definition of . 

income of, exempt 
information regarding assess- 
ments not to be furnished to 


S 7(2) P 1,15,37 
S 21, R 17, P S3 

S 51 (c) 

S 53 (J) 

P 8 

S 4 (3) (m) 

P 129 


Xocal Government, agency rules regulating control 
of, over income tax matters 

appeal to, by Assistant Com- 
missioner or Income tax 
Officer, against order of dis 
missal 

may direct that income tax 
Bhould be recovered \rith 
mumcipal tax or local rate, 
etc 

recommendation of, to be con 
sidered in appointing Com- 
missioner 

security issued tax-free by, in- 
terest on, income tax pay 
able by Local Government 
Xocal rates, deduction inadmissible in assessing 

property 

on business premises, deduction per- 
missible .... 


P 35 (u) 

P 35 

S 46 (6) 

S 5 (3) 

S 8 Prov (2) 

S 9(2)(r),P 42,69. 

S 10 (2) (mi), P 62 
69 
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Loss of profit, insurance against premia when 
admissible deduction 


Loss of rent, insurance against, premia when a 
admissible deduction , 

Loss recoverable under insurance, inadmissible 
Loss, fcet-of? of, under one head of income agains 
another head 
in case of registered firm 
Ios3 under property inadmissible 
where assessee is partner m more registers 
firms than one 


Losses, previous years' deduction inadmissible 
Lottery, prize in, not taxable 


Lunatic, liability of guardian or trustee 
indemnification of guardian 
Machinery and Plant. (See Depreciation ) 
Magistrate, defined 

Margins! relief 

how to be calculated in conjunc 
tion with deductions allowed 
under Section 16 . 

unregistered firms — partner of . 
Marine Insurance (See Insurance Companies ) 
Married women, separately assessable 
Medical relief, included in “ Charitable purpose " 
Mercantile basis of accountancy .... 
Military Cross, allowance attached to, exempt 
Military forces, ^ ound or injury pensions (See 
Exemptions ) 

Minors, liability of guardians for 

indemnification of guardinns , 

admission to tho benefits of a partnership 
Legality of 

claim to refund in respect ofhis share in a 
partnership on behalf of . . 

claim to set olf losses on behalf of • . 

Money-lending business, irrecoverable loan, admis- 
sible deduction . 

Motor insurance. (See Insurance Companies ) 


. P 58 
n 

. P 44 
- P 53 
t 

. S 24 (I), P 94. 

. S 24 (2), P. 72 
. P 49 
i 

. P 94 
. P 53 

. P 34, Illustration 
(2) 

S 40, 41, P. 108 
S C5 

S 2(5) 

S 17, P 75 

P 7 r > 

P 75 

P 1 36. 

S 4 ( 3 ) ad fin 
P 13,50 
r 17(7) 


S 40, 41, P 103 
S 55 

P 10 

P. 116. 

P 0} 

P 51 
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Kcdithspidar* — jn\n rrts to (Src Dcdurtirn* 
from taxable income inndrms 
FiWc — piTtnoT*’ capital in 
torrst on ) 

Municipalities, included in “ Local ntttl ontn *• ’ T 8 

Municipal taxes, deduction inadnn« c ible in n K,8 e** 

mg property S 9(7)(tJ),P 42,09 

on bu«inc«s premises, deduction 
ndmi'sibU m o««c*«ing bu*i 
ne*s S 10(2) (tut), P 62, 

Co 

Mutual Benefit Societies «ubfcnpli< n« to ulun 

treated as borrowed capital . S 10 (2) (m), Ex- 

phnation, P 5" 

Mysore Darbar (See Exemptions ) 

Naval forces, w ound or injun pennon*! (Sec Ex 
emptions ) 

New business, assessment of P 95 

Non-residents, aeent of a*scF«abk . . S 42 43 P 110, 

111 

agent of decision of Income tax 
Officer to treat a person a* re 
vision petition to Cotnuu aioner 
before as«es ment P 111 (c?> 

application of Act to Briti-h «ub 
jects and persons in service of 
Government or local autbontv in 
dominions of Princes and Chiefs 
in India S l (2) 7 (2) P j, 

37 

arrears when reccieiable from 
asset* of S 42(1) Prov , P 

115 

no limitation on recoven P 115 

business connection in British India 
assessment of profits and gains of 

non residents from S 42 (I), (2), It 33, 

34 P J5, 110, 

111 . 

Casual agents of non residents P 111 {d) 

consignment business P 111 (c) 

dividing societies income how cal 

culated R 31 

foreign subject* — refunds not ad 
missiblc S 48 (5), P HG 

income accruing or arising or deem 
ed to accrue or arise in British 
India to, taxable S 4 (I), P 16 

income of, other than income from 
business P 110 

Indian agents of non resident firms P 111 (c) & (d) 





Penally for failure to give notice of di'eontim 
of business . 


lance 


Penalty for improper distribution of profits 
notice to n**es*ee before imposition 
prosecution on same fact, barred 
Tension, included in " salaries ” 


S 25 (2), P.06. 

S 28 (2), V 8G, 87. 
S 2S(3) 

S 2S (4), P. 87. 

S 7 (/), P. 30. 


Pensions (see 11 Allowances,” “ Deductions from 
taxable income,” « Exemptions ”) 

Pensions of minor orphan, paid to his mother or 
guardian not to be included in the taxable 
income of the mother or guardian . . P 136 

Pensions of officers lent to Indian States, liable . P 37. 

Pensions paid in United Kingdom, when liable . P 38 (See Exemp- 
tions) 

Permanent settlement, question whether this ex- 
empts from tax noil agricultural income from 
permanently settled land . . . . P 2. 

Perquisites, included m 44 salaries ” . . S 7 (7), P 30. 


or benefits, not convertible into 
money, when exempt . . . P. 33 

rent-free furni&hcd quarters, value 
not to bo split into component 
parts . ... P. 33. 


special, for specific purpose, when 
exempt 

"Person” defined 

Person, include* Hindu Undivided Fannlt . 
Personal expense*, deduct ion snadmi**iblc . 

Place of assessment ... • 


S 4 ( 3 ) ft*). P- 33 
P 3. 

S 2(P) 

P 53. 

S G4 (7), (2), (3), P. 
138. 


"Plant (sec 44 depreciation," 44 repair* ” under 
44 Allowance* in a*«e--ing bu«ino«$ ”) 

Plant, include* shaft*, sidings and trnmwav* in 
coal mines - 

Poor, relief of, included in 14 charitable purposes ” 
44 Post ” mean* “ Registered po^t ” . . • 

Post, notices maj be sere ed In • 

Post Office, Cft*h Certificate* ( e et Exemption*) 

Government *ecurities purchased 
through (fco Exemption*) 

Sating* Bank (we Exemption*) 
Postponement of cull* Uion (*ccI»icourj of tax). 
Premium lor *ittl m*nt of va*tt land*, etc , not 
Imbk 

for •ran* ft r ol 1 • Iding*, hat le 


P 39. 

S 4 ( j) nd fin 
P 137. 

P 137. 


I* 2 . 
1 \ 2 . 
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Premium— concld 

insurance ( c ee Allowances, Exemptions 
Insurance) 

on issue of shares not liable P 66 


on redemption of Government loan not 
taxable 

« Prescribed, ’ meaning of 
Presents, expenditure on, inadmissible as a deduc 
tion 

« Previous publication. ’ meaning of . 

*» Previous year,” defined 

as B essee s option in regard to 
restriction on 

different years adopted for differ 
e»t sections or classes of busi 
ness 

power of Central Board of 
Revenue to declare 
delegation of power to Com 
missioners 
extent of delegation 
power of Income tax Officer m 
regard to change of 

temporarj change of 

•** Principal officer ’ of company etc , defined 

certificate of payment of tax 
on profits to be furm bed 
by 

submission of returns of pay 
m nts of dividend to *>hare 
holders 

pro«t cut ion for failure to 
furmdi 

rt turn of t mploj ees bj 
pro«ecution for failure to 
furm h 

rt turn of income bj 
failure to furm b pro ecu 
tion for 

forfiiturt of right ofapp< nl 

power of Income tax 
Officer to extend time 

for ... 


P 34, Illustration 

w 

S 2 (10) 

P 53 
P 133 

S 2 (11) P 6 
S 2 (11) (a) P 6 
S 2 (11) (a) Prov , 
P 6 


P 5 

S 2 (11) (b) P 6 

P 6 
P 6 

S 2 (11) (a) Prov , 
P 6 
P 6 

S 2 (12) P 7 


S 20 R 14 P 6 2, 
116 


S 19 A 
S 51 (6) 

S 21 R 15 P S3 
S 51 (c) 

S 22(f) R IS PS4 

S 61 (c) P Si, SC 
S 30 (1) Pr i p 
fcG 


S 22 (1) Prov 
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Provident Funds— conctd. 

not to bo directly assessed to income- 
tax or super-tax , . . . P. 0. 

Railway, gratuity paid from, t \i mpt from i 

income-tax P. 1 7 ( 

Recognised, according or Withdrawal of 

recognition . . . . g. CS-B, P. 25, 

accounts of . . . S 5S I, 58 J, P 20 

accumulated balance of, pay- 
ment to employees disconti- 
nuing participation . . S 58 0(1)^4. h, V 

20 . 

accumulated subscriptions of 
tnnd transferred by employ- 
i r to tn&stcc, treat m tut of . S 58 K, P. 21 


conditions of recognition 

S 58 C, 58 I), P 26 

deduction of tax at source 

S 58-11 

definition 

S 58 A 

forfeitures in 

S 5SC,(I)(d),r 20, 

funds, investment of 

V 20 

income received b\ trusties on 

behalf of .... 

S 4 ( 3 ) (IX) 

income-tax concessions 

r 2 \. 

mtcrist on investments of 

s 58-P, P 28 

principal placo of business out- 

side British India 

S 58 C, 

salary, interpretation, for pur- 

poses of . 

S 58-1', (I), * • 

securities in . , 

T. 20, 

Public Servant, definition of ... . 

S 2 (13), I*. 0, 

disclosure of information by, pro- 

secution .... 

S Gt (2), I\ 0,120, 

indemnification of, for act done in 

good faith .... 

S 70 

Public Utility, objects of, included m *' Chnritablo 
purposes ” ....•• 

S 1 (3) ad fin 

Railway ndmmistration, instructions for obtaining 

information from . . * 

1\ so. 

Railway books, now «r of income tax autbontuato 

call fur .... 

« 07, v. »o. 

Railway Provident Fund (ere 2-x< mpt ion.*) 

Railways, asso^im nt of, allowance • 

P. 20. 50. 

renewal cbnrg«* adorn'-iMe • 

1*. 20, GO. 



Railways — con cld 

rolling stocl , depreciation on, inndmis 
sible 

interest guaranteed by Secretary of Stnte 
and payable in England — not lvablo 
Rate ol Exchange, conversion of sterling profits 
Rate ol tax, Indian, meaning of . 

Rates o! tax 

power of Governor General to reduce 

Rations— 

issued in kind value of, to Military officers, 
exempt* 

money allowances paid in lieu of exempt 
Receipt to be granted for tax paid 
Receipts, casual, n ben exempt 
examples 

Receiver, liability of to pay tax 
indemnification of 

Receiver ol rent in kind, sale of produce by m 
come from exempt 
Records, incomo tax. Civil Court not to call for 
Recovery of penalties 
Recovery of tax, arrears of tax 

deduction of, from salary 
deduction at source no bar to 
other methods of 
limitation for 

inapplicable in case of non resi 
dent 

non resident recoverj from 
assets 

non resident shareholders Super 
tax liability of principal officer 
of company 

non resident super tax liability 
of fellow partners in registered 
firm 

penalty for default 
promptitude in importance of 
suspension of pending appeal 
discretional 

pending statement to High 
Court forbidden 
tax, when payable 


Y 59 

P 15. 

Y 05- 

S 49 (2) (6) 

Fin Act, 

S 60, V 17, 18. 

P 17 00). 

P 17(30) 

S 62 

S 4 (3) ten) P 34. 
P 34 

S 41, P 108. 

S 65 

P 2. 

S 54(1) 

S 47 P 115 
S 46 P 115 
S 46 (5), P 115. 

S 18 (S) 

S 42 (!) Prov , S 
46(7) 

S 42 (/), Prov. P 
115 

S 42(1) 

S 67(2) P 131 

S 57 (1), P 131. 

S 46 (1) 

P 115 

S 45 Prov , P 115 

S 60 (7), P 115 
S 45, P 115 
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Provident Funds — cob c?d 

not to be directly assessed to income* 
tax or super tax 

Railway, gratuity paid from, exempt from 
income tax 

Recognised, according or withdrawal of 
recognition 
accounts of 

accumulated balance of, pay- 
raent to employees disconti 
»umg participation 

accumulated subscriptions of 
fund transferred by employ 
cr to trustee, treatment of . 
conditions of recognition 
deduction of tax at source 
definition 
forfeitures m 
funds, investment of 
income received by trustees on 
behalf of 

income tax concessions 
interest on investments of 
principal placo of business out 
side British India . • 

salary, interpretation, for pur- 
poses of . 

securities in . 

Public Servant, definition of 

disclosure of information by, pro 
sccution .... 
indemnification of, for act done in 
good faith 

Public utility, objects of, included in “ Charitable 
purposes ” 

Railway administration, instructions for obtaining 
information from 

Railway books, power of income tax authorities to 
cnll for 

Railway Provident Fund (sec Exemptions) 
Railways, assessment of, allow ancta • 

renewal cliargt s ndiiiif'Mbh . . » 


P. 3> 

P 17 ( )Ss. 

S 5S B, P 25 
S 58 I, 58 J, P cO 

S 58 C (1) g L K V 
2G 


S 58 K, P 31 
S 58 C, 58 D, P 26 
S 58 H 
S 08 A 

S 58C,{l){d),V 26, 
P 20 

S 4 (3) (tx) 

P 24 

S 68 I\ P 28 

S 58 C,</)(a),P 27. 

S 58 F, (1), V 26 
P 20 . 

S 2 {13), P 9 
S 54 (2), V 0,129. 
S 70 

S 4 (3) ad fin 

V 8 * 

S 37, V 89 

V 20 , £9 
P 20,59 
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Railways — cone Id 

rolling stock depreciation on wadrais 
■uhlc 

interest guaranteed by Sccretarj of Stato 
and payablo in England — not liable 
Rate o! Exchange, conversion of sterling profits 
Rate of tax, Indian meaning of 
Rates of tax 

power of Governor General to reduce 

Rations — 

issued in kind value of to Military officers 
exempt 

money allowances paid in lieu of exempt 
Receipt to be granted for tax paid 
Receipts, casual, when exempt 
examples 

Receiver, liability of to paj tax 
indemnification of 

Receiver of rent in kind, sale of produce bj in 
come from exempt 
Records income tax Civil Court not to call for 
Recovery of penalties 
Recovery of tax arrears of tax 

deduction of from salary 
deduction at source no bar to 
other methods of 
limitation for 

inapplicable in case of non re« 
dent 

non resident recovery from 
assets 

non resident shareholders super 
tax liability of principal officer 
of company 

non resident super tax liability 
of fellow partners in registered 
firm 

penalty for default 
promptitude in importance of 
n ispension of pending appeal 
discretional 

pending statement to High 
Court forbidden 
tax when paj able 


V r 9 

P 15. 

P G5. 

S 40 (2) (6) 

Fm Act 
S 60, P 17, 18 

P 17(70) 

P 17(30) 

S G2 

S i (3) (mi) P 34 
P 34 

S 41 P 108 
S 05 

P •» 

S 64(7) 

S 47 P 115 
S 4G P 115 
S 4G (5) P 115 

S 18 (8) 

S 42 (7) Prov , S 
40(7) 

S 42 (/) Prov. P 
116 

S 42(7) 

S 57(2) P 131 


S 57(7) P 13! 

S 4G (7) 

P 115 

S 45 Prov P 115 

S 66 (7) P 115 
S 45 P 115 
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Rectification o! mistakes . . . S 35 P IPO 


assessee to be heard when assessment enlinnc 
ed S 35, Pror 

evidence— fresh not admissible . . . P 100 


review, no general power of . P 100 

Redemption of Government loan, premium on, not 

liable P 34, Illustration 

w 

Reference to High Court (see High Court) 

refund of fee deposited bj applicant for refer ^ 

ence to High Court S 00 (2) Prov 

Reference to Board of Referees ’s 33 A 


Refund, application for 


It 3G--10 P HO 


limitation 

personal presentation unnecessary 
right of agents of non residents to applj 
to Foreign subjects — inadmissible 
to non residents — total income 
to owner of security 

in Indian States 
to partner in registered firm 

to person assessed on salary 
residents of, Indian State* where pi} 
able 

to shareholder in company 

when amount of dividends distributed 
exceeds total profits of a compan} , 
Jiow calculated 
Refands, limitation 


S 50 P 11G 
It 40, P no 
P 11G 

S 48 (5), P no 
S 48 (■/) P 110 
S 4S (3) R 37, 38 
P 11, 70 78, 110 
P 78 

S 48 (2) P 10 11, 
71,94 110 
S 48 0 ) P 70 

P 78, 110 
S 48 (1) R 37, 38 

r n S3, no 


r no 

S 50 , V 110 


partially taxed profit* of compnn'es — 

dividends paid out of P - 

tax free securities — dividends jmd by 

company from interest on P no 

to be obviated P 71, 7f 7fc, 110 


Regimental Mess or Band Fund, compulsorv sub 

scnptions to exempt P 1 7 t '/ 

Registered Firm (sec Firm, Registered) 

Relief (sec “ Allowances," 4 Deductions from tax 
ablo income ” “ Double income tax,’ I x 
cmptions ' ) 

Relief, marginal s ,7 > P ' ’ 

medical, included m ilmnlnlili- purl 1 " fi S I ( ) ad fn 

of poor, included in cliarilal lc rurjin-ea b 1 ( ») ad fin 
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Religious or charitable institutions, purpose* and 
trusts (set “ rxcmptions,” " Chnntnbh m*ti 
tut ions, purpos< <» nml trusts ’*) 

Rent («cc “ Allomnns tn n«*c«sing business ”) 

Rental value (sec " Property, nnmnl a nine ’ ) 

Rental value, of busmens premi«is, inadmissible 

ileduction I’ ">3 


Rent-free residences, furni*lied not to Jw» split m 

to component pirts P 33 

\alur of, avlien taxabh P IT 


Rent-(ground). •* Alloainnccs in novccinp 

property " ) 

Rent-in-kind, sale of raw produce ba recciaer of 

exempt l* 2 

Rents and Royalties, mining assessment of in 
come from ct ««cs not ml 
ini*sible diduction P C9 


Requisition (sec Notices) 

Reserves, for l»ad debts equalisation of dividend* 
insurance, pension proaidmt funds 
superannuation fuhds sums placed t o 
inadmissible deduction 
for lo s on, or depreciation of securities 
etc , sum placid to by Insurance Cora 
pans , admissible deduction 
for unexpired risks, or outstanding lia 
bilitics, sum placed to by Insurance 
company, treated ns ixpenditurc 
Return, of employ ees 

prosi cut mn for fadun tofurni b 
to whom to be made 


P 53 58 01 
R 30 


R 20 P 141 
S 21 It 15—17 P 
S3 

s 51 (c) 

P 83 


Return of Income — 


Appeal agunst nfusal to make 
by person other than company 

by principal officer of company 
Failure to furnish, basis of assessment 

cancellation and reassessment when cause 
shown 

forfeiture of right of appeal 

penalty for 
prosecution for 
Raise return, penalty for 


S 30(7) P 80 87 
S 22 (2), R 19 P 
85 

S 22(7), R I8.P84 
S 23 (4) 

S 27, P 80 
S 30 (7), Proa ,P 
86, 99 

S 23 {4), P 88, 89 
S 52, P 87, 101 
S 28, P 80,87. 
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Return ol Income— concld. 

pro«ecution for ... 

prosecution and penalty on same facts 
barred 


sanction of Assistant Commissioner of In- 
come-tax for prosecution 
Importance of obtaining .... 
Obligatory on Income-tax Officer to call for 
Revised ....... 

when not valid 

Right to inspect or require copies of . 
Returns, n«srs«ee himself or a duly authorized per- 
son must sign 

income-tax officials should assist ns'ossce 
to fill up 


Review, CommisMoncr’s powers of 

nescssec’s right to be beard 

limitation 

Commissioner’s power to order further 
enquiry by subordinate officer 
Commissioner’s power to reduce part- 
ners’ assessment when firm’s assess- 
ment is reduced .... 
Income-tax Officer has not general power 
of ....... 


Rewards, langringoexaminations — when exempt . 
Rules, power of Central Hoard of Revenue to 
make ....... 

S ala mis (premium for recognition of transfer of 

holding), not exempt 

Salaries (see “ deduction of income-tax,” “ oxemp. 
tiojn,” “ refunds ”). 
definition of .... 

earned outside India, when taxable 
examination fees, when not tnxnble 
under ...... 

Government pleaders’ fees (other than 
retaining fee**) not taxable under 
income from, included in income of year 
in whieh received .... 

language rewards, when not taxable 
under ...... ' 


S. 52, P. S7, 101. 

S. 2S (/), Prov. 2, P. 
87. . 

S. 53 (/), P. 87. 

P. Sfi, S7. 

S. 22 (2), P. 80. 

S. 22 (.1) 

P. 83. 

P. 85. 

P. 00. 

P. SO. 

S, 33, P. 35 (ii). 104. 
S. 33 r 2 ), TYov. 

P. 104. 

S 33 (2), P. Jf>). 

P. 104. 

5. 35, P 1O0. 

P. 3G. 

; 50, P. 35 (i), 133. 


7 ff), V. 33, 3«. 
37. 

. Sfi. 

’. 30. 

30 

30 . 



Salaries — concld 

of ofTcers lent to and paid by Indian 
States when liable 
paid annually — method of taxation 
paid in United Kingdom when exempt 
paid outside British India in India when 
liable 

partner s not admissible deduction 
Provident Fund (private) payments to 
employees on retirement from when 
not taxable at source 
Provident Funds recognised mterpreta 
tion of — for purposes of 
Sterling overseas pay drawn m the 
United Kingdom when taxable 
withheld under Court 8 order taxable 


P 37 
P 74 
P 38 

S 7 (2) P 1 37 
P 53 


P 30 

S 58 F (7) P 

P 70 
P 30 


Scholarships exempt (see Exemptions ) I 17 (a) 20 


Securities (see Deduction of income tax ex 
cmptions interest * refunds ) 
appreciation of treated as income to 

insurance company R JO 

certificate bj Income tax Officer autlio 
rising non deduction or deduction at 
lower rate T 78 

depreciation or loss on P 59 

sums placed to reserve for or written 
of! by Insurance company ad 
missible deductions R 30 


interest on loan for purchase of per 

missible deduction when P 39 


interest on tax free included in total in 

come S IG (i) P 39 

meaning of 1* J > 39 

Securities and shares, forming part of capital 
appreciation or depre 
ciation of not taken 
into account in calculat 
ing income P 59 


profit on sale of forming 
part of reserve not tax 
able p 59 

profits of speculation in 
taxable p 59 
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Securities and Shares — concld 

Co operative Societies loss 
under anj head of in 
come that is exempt 
from tax against anj 
head of income that is 
not so exempt P is 

Set-off, depreciation m excess of profit* how to 

he adjusted p 59 

of interest on loan against income from 
taxable and tax frto securities p 39 

oflossm business — mcomefrom dividends P '50 

of Joss under one bead of income igam^t 
profit under another . S 24 Y 94 

property no set off of loss under S 9(7),Prov P 49 

securities or shares — interest on borrowed 
money invested m — excess of over inter 
est or dividend received — other taxable 
income P 94 

Set off of tax, as alternative to refund to persons 

assessed on salaries and owners of securities P 70 78 11G 
Shafts m mines, depreciation on P 59 

Shareholder (see Dividend) 

Shares, cost of issuing not admissible as business 
expense 

premia on issue of not liable to tax 
Shares and securities (sec Speculation) 

Sh ping companies, assessment of 

British — assessment of 
depreciation . 

Shipping, occasional- 
habihtj to tax of 

’ owner or charterer when to be defined to 
carry on business in British India 
port clearance not to be granted until tax 
paid 

Profits and gains how to be determmed 
Sidings in Mines, depreciation on 
Societies anonymes 

Speculation, in ho ustj roper profitsns t c «abl<_ 

in el arc b and securities profits assess 
able 

Statement of case (etc High Court) 


P GO 
P GG 

S 42 (1) R 33, P 
1110) (a) 

P 113 
P 112 

S 44 A 
P 114 

S 44 B 
S 14 B 
P GO 

r 4 

P 31, Illustration 
( 1 ) 


P G9 
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■Stay of prosecution by Assistant Commissioner . S. 63 ( 2 ), P. 128. 

■Stay of recovery of tax (see " Recovery of tax, sus- 
pension of*'). 

Sterling Companies, profits of, conversion method P. 65. 

Sterling debentures, interest on, when liable . P. 16. 

Sterling securities. Government of India, interest 

on, when liable P.1G. 

Succession to business , • . . . S. 26, P. 96, 97. 

assessment of income that has escaped in the 

hands of the predecessor . . . . P. 98. 

Sugar, manufacture of, profits of, taxable . . P. 2. 

Superannuation Funds, employers, contributions 

to, when an admissible deduction . . P. 64. 

Superannuation Reserves, sums placed to, when an 

admissible deduction . . . . P. 64. 


Super-tax, allowancesadmissibleforsuper-tax (see 
Allowances). 

chargeable on income of individual, 

Hindu Undivided Family, company, 
unregistered firmorotherassociation 
not being a registered firm . . S 55, P. 10, 11, 130, 

companies, taxable at flat rate . . Fin Act, P 130 

exemptions from income-tax applicable 
to super-tax (see Exemptions), 
exemptions from income-tax inappli- 
cable to super-tax (see Exemptions), 
firms, registered, not liable . . S 55, P 10 (iv). 130. 

partners in, liable . . . . S 14 ( 2 ) (6), 58 ( 1 ), 

P 10 (iv), 130. 

partners, non resident, liability of re- 
sident partners for tax duo on 
share of . S 57 (7), P 131. 

credit to bo given for tax so deducted, 
in assessing agent . . S 57 (3) 

liability restricted to tax on share . S 57 (/), P 131. 
firms, unregistered, liable as indivi- 
duals S 55, P. 10 (iv), 130. 


partrera liable if firm not taxed 
partners not liable if firm taxed . 

Hindu Undivided Family, taxed as in- 
dividual member not taxable on share 
whether family taxed or not 

•hareholders in companies, liable on 


S. 55, Piov., p. 70 
130. 

S. 55, Prov., P. 
10 (iv), 130. 


S. 14 (/), 16 (/), CO, 
P- 11,70, 130. 


. S. 14 [ 2 ), 55, 58 (71, 
P. 130. 
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Super-tax — concld. 

principal olficerof company to deduct 
tax on dividend of non resident S 57 (2), p 131 
credit to be Riven for sum so deducted 
m assessing agent . g 57 (3) 

rehind not admissible . g 48(7) 58 (7) P 

1 ,, , 130 ’ 

tax, inadmissible deduction from tax- 
able income p 53 

tax, payable direct, not by deduction 
(except m the case of non-resident 
shareholder and on payments of 
accummulated balances of recognised 
provident funds to employees) S 57 (2), 58 (2) 58- 

H,P 11 

total income, defined . . S 56, P. 11 130 

Suspension of collection (see “ Recovery of tax, 
suspension of”) 

Tax (see Allowances,” “ Deductions irom tax,'* 

Double income tax) 

Tax-free securities (see " Secunties ”) 

Tea- 

profits from the manufacture of, taxable P 2 
taxable profits— how to be determined . R 24, P 2 
Total income, definition of, for income tax . S 2(75), 16, P 11. 
for refunds, non resi 
dents S 48 (4), P JIG 

for super tax S 50 P II, 130 

Trade Commissioners in India, salary of, exempt . P 17 
Tramp steamers (see " Shipping, Occasional ”) 

Tramways, Electric, depreciation on . . . P 59 

Tramways (other than electnc tramway), assess 
ment of, allowances— depreciation, obsoles 
cencc, repairs— actual expenditure— option to 
substitute ..... P 20, 59 

Tramways m mines, depreciation on . P 59 

Treasury bills, tax not deducted from yield of P 34, Illustration 

(4), 77 

Trustee, liability of, for beneficiary . . S 40, P.108, 109 

indemnification of . S 65 

maj be called on to furnish list of benefi- 
ciaries S 38 

(official) (See Official Trustee ) 

Trusts (ace Charitable institutions. Charitable j ur- 

poscs) - P 21 
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Trusts, mixed, enquiry into application of income P 21 
proportion of expenses of manage 

ment allowable P 21 

Tarn-over, as«e<*sment on basis of percentage on R 33, 34, P 111 
Uneipired risks, sums placed to reserve for, by 
Insurance Companv, treated ns Expendi 
ture R 29, P. 141 

United Kingdom, income taxpaidin,deductionm 

admissible P G9 

income tax meaning of, and ex 

cess profits duty S 49 (2) (c), P 120- 

United Kingdom income-tax, relief in respect of 

double taxation S 49, P 120 

United Kingdom, leave allowance, salary or pen 

sion of officers paid m, exempt P 17 (20) & (2 i) 

of private employees, paid, m, when exempt P 38 
Universities (See Exemptions ) 

Urban areas, rent of vacant lands in, when liable to 

tax (under other sources) P 40 

Vacancies, allowance for S 9 (7) (m), P 48 

inadmissible in respect of property re 

served for owners’ occupation P 48 

Vacant land (see “ Urban areas ’ above) 

Verifications, assess ee himself must sign P 90 

Victona Cross, allowance attached to exempt P 17 (7) 

Wasting assets, depreciation on inadmissible P 59 

Witnesses, summoned under Section 37 scale of 

diet money and travelling expenses P 88 

Women, married separately assessable P J 3G 

Wound and injury pensions, and gratuities (See 
Exemptions ) 


GtPD — 414 & 415 CBR — 23 7 35—6 50u 




INCOME-TAX MANUAL 

(Ninth Edition) 

CORRECTION LIST No 1 

(1) Page it Contents 

In the item * Extracts from the Indian Finance Acts 1942, 1943, 1944 and 
1945 ' for ' 1944 and 1945' substitute ’ 1944, 1945 and 1946 ' 

PARTI 

(2) Page 6 Section 4 (3) 

(a) After clause (xi) insert the following clause — 

"7 [(xn) Any income chargeable under the head " Income from property " 

in respect of a building the erection of which is begun and completed between 
the 1st day of April 1946 and the 31st day of March 1948 (both dates inclusive), 
for a period of two years from the date of such completion ] 

(b) At the end of the page add the following foot-note — f 

7 This clause was inserted by S 2 of the India Income tax(Amendment) 
Act, 1946 (VIII of 1946)* 

(3) Page 13 Section 10 (2) 

(a) In clause (vi) after the words * cases be prescribed where they occur 
for the second time insert the following — 

' 8 [and where the buildings have been newly erected, or the machinery ' 
or p’ant being new his been installed, after the 31st day of March 1945, a 
further sum (which shall however not be deductible m determining the written 
down value for the purposes of this clause) in respect of the year of erection 
or installation equivalent,— 

(a) in the case of buildings the erection of which is begun and completed 
between the 1st day of April 1946 and the 31st day of March 1948 (bath date 3 
inclusive), to fifteen per cent of the cost thereof to the assessee , 

(b) in the case of other buildings, to ten per cent of the cost thereof to 

the assessee , * 

(c) in the case qf machinery or plant, to twenty per cent of the cost 
thereof to the a«ses«ee s 


(b) At the end of the page add the following foot-note — 

•8 These words were inserted by S 3 of the Indian Income-tax 
(Amendment) Act, 1946 (VIII of 1946 ) ” 

(4) Page 14 Sectton 10 (2) 

(a) For clause (vn) substitute the follow mg clause — 

« 2 t(vu) in respect of am such building, machinery or plant which has b~- 
sold or discarded or demolished or destroy ed, the araouqt by which the 
down value thereof exceeds the amount lor which the*bmldm» mach«~T" — 
plant, as the ca«e may be, is actually sold or its scrap v alue “—=7 a- 


Price anna -/I/- or l$d 
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Provided further that— 

(a) where an asset representing scientific research expenditure of a capital 
nature ceases to be used for scientific research related to such business— 

( 1 ) no allowance shall be made in respect of any previous year after the 
previous jear m which the cessation takes place, and 

(n) if the aggregate of the amounts allowed under this clause added to the 
value of the asset immediate^ before the ces-ation is less than the said expendi- 
ture, there shall also be allowed in respect of the previous jear m which the 
cessation tikes place an additional deduction equal to the difference , 

(b) where such asset is sold without having been used for other purposes, 
the sale proceeds shall be taken to be the value of the asset immediately before 
the cessation and if an additional allowance or a greater additional allowance 
would have been made in respect of the previous year in which the cessation 
occurred on the basis of that value an amount equal to the additional allow 
ance which would hive been made or as the case maj be, to the difference 
between the additional allowance which would have been made and the 
additional allowance which was made for that j ear 'hall be made in respect of 
the previous jear in which the sale occurs 

(c) where the proceeds of the sale plus the total amount of the allowances 
made under this clause exceed the amount of the expenditure the excess or the 
amount of the allowances so made whichever is the less shall be treated as a 
.eceipt of the business accruing at the time of the sale 

(d) where a deduction is al’oued for an} previous) car under this clause in 
respect of expenditure represented whollj or partly bj any as«et, no deduction 
shall be allowed under clause (m) or clause (vii) for the same previous jear in 
respect of that asset 

(e) where an a*set is used in the business after it ceases to be used for 
scientific research related to that business and a claim for an allowance under 
clause (vi) or clause (vii) is made m respect of that asset the actual cost to the 
asscssee of the asset *hall be treated as reduced In the amount of anj deduction 
allowed under this clause , 

(f) clause (b) of the proviso to clause (vi) shall apph in relation to 
deductions allowable under this c/au'e as it applies tn relation to deductions 
illowable in respect of deprecation 

(c) if anv question arises under clause (\n), clause (xm) or this clause as to 
whether and if s 0 to what extent anv aetivitv constitutes or constituted or an , 
asset is or w as being u*ed for science research the Central Hoard of Revenue 
shall refer the question to tl e prescribed authoritv whose dvci'ion «ha’l b“ final 
<R 47) 

I it: t'lor —]n dau«e (sen) da <r (uiij an 1 1 ) is clause — 

(l) * scientific research means anv activity s in the fields of natural or 
ij plied science for the ex ten ion of knowledge 





